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1. Presentation of the 2019 Financial Report – MMKR Jackie Huegel
2.

2022 Budget
- 2021 Action Plan on Budget Priorities
- 2022 Budget Process/Levy Impacts

3. Slavic Experience Festival
4. Employee Recognition Event – No Attachment
5. Business Assistance Programs
6. 450 Hardman Avenue (Armour Gate) Site update
7. 380 Airport Road Update
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9. 2022 State Bonding Requests
10. Council Comments & Questions
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ADMINISTRATOR: JRH
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AGENDA ITEM: Presentation of the City Comprehensive Annual Financial Report for the
year ended December 31, 2020 by Jackie Huegel, Principal, MMKR
DESIRED MEETING OUTCOMES:

•

Presentation of the Annual Financial Report by the audit firm with discussion to follow.
Acceptance of the Annual Financial Report will be on the Council Agenda for June 21,
2021

OVERVIEW:
At the close of each fiscal year, the City’s chief financial officer must prepare a financial report
covering the City’s operations during that fiscal year. The report must use generally accepted
accounting principles (GAAP) to present financial statements and disclosures that fully portray the
City’s financial position and the results of City operations.
The EDA and HRA are now blended component units of the city and their funds are incorporated
into the City’s Financial Report. A separate financial report on the low rent housing programs was
issued only to satisfy HUD reporting requirements.
In accordance with Minnesota Statutes Section 471.697, staff and Jackie Huegel, CPA, Principal
with Malloy, Montague, Karnowski, Radosevich & Co. (MMKR), will present the December 31,
2020 Audited Financial Reports (Comprehensive Annual Financial Report, related Management
Report, and Special Purpose Audit Reports) tonight.
A full electronic copy of the audit report can be found on the City of South St. Paul Website –
www.southstpaul.org – Departments & Services – Finance – Financial Reports.
SOURCE OF FUNDS:
N/A

Management Report
for
City of South St. Paul, Minnesota
December 31, 2020
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

To the City Council and Management
City of South St. Paul, Minnesota
We have prepared this management report in conjunction with our audit of the City of South St. Paul,
Minnesota’s (the City) financial statements for the year ended December 31, 2020. We have organized
this report into the following sections:
•
•
•
•
•
•

Audit Summary
Governmental Funds Overview
Enterprise Funds Overview
Government-Wide Financial Statements
Legislative Updates
Accounting and Auditing Updates

We would be pleased to further discuss any of the information contained in this report or any other
concerns that you would like us to address. We would also like to express our thanks for the courtesy and
assistance extended to us during the course of our audit.
The purpose of this report is solely to provide those charged with governance of the City, management,
and those who have responsibility for oversight of the financial reporting process comments resulting
from our audit process and information relevant to city finances in Minnesota. Accordingly, this report is
not suitable for any other purpose.

Minneapolis, Minnesota
June 9, 2021
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5 3 5 3 Wa y z a t a B o u l e v a r d • S u i t e 4 1 0 • M i n n e a p o l i s , M N 5 5 4 1 6 • P h o n e : 9 5 2 - 5 4 5 - 0 4 2 4 • Fa x : 9 5 2 - 5 4 5 - 0 5 6 9 • w w w. m m k r. c o m

THIS PAGE INTENTIONALLY LEFT BLANK

AUDIT SUMMARY
The following is a summary of our audit work, key conclusions, and other information that we consider
important or that is required to be communicated to the City Council, administration, or those charged
with governance of the City.
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED
STATES OF AMERICA, GOVERNMENT AUDITING STANDARDS, AND TITLE 2 U.S. CODE OF FEDERAL
REGULATIONS (CFR) PART 200, UNIFORM ADMINISTRATIVE REQUIREMENTS, COST PRINCIPLES,
AND AUDIT REQUIREMENTS FOR FEDERAL AWARDS (UNIFORM GUIDANCE)
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City as of and for the year ended
December 31, 2020. Professional standards require that we provide you with information about our
responsibilities under auditing standards generally accepted in the United States of America, Government
Auditing Standards, and the Uniform Guidance, as well as certain information related to the planned
scope and timing of our audit. We have communicated such information to you verbally and in our audit
engagement letter. Professional standards also require that we communicate the following information
related to our audit.
PLANNED SCOPE AND TIMING OF THE AUDIT
We performed the audit according to the planned scope and timing previously discussed and coordinated
in order to obtain sufficient audit evidence and complete an effective audit.
AUDIT OPINION AND FINDINGS
Based on our audit of the City’s financial statements for the year ended December 31, 2020:
•

We have issued an unmodified opinion on the City’s basic financial statements.

•

We reported no deficiencies in the City’s internal control over financial reporting that we
considered to be material weaknesses.

•

The results of our testing disclosed no instances of noncompliance required to be reported under
Government Auditing Standards.

•

We reported that the Schedule of Expenditures of Federal Awards is fairly stated, in all material
respects, in relation to the basic financial statements.

•

We reported one matter involving the internal control over compliance and its operation that we
consider to be a significant deficiency in our testing of major federal programs, which resulted in
instances of noncompliance with the types of compliance requirements that could have a direct
and material effect on the City’s major federal program.
o

•

The City did not have sufficient controls in place to ensure compliance with federal
special tests and provisions requirements applicable to the Public and Indian Housing
federal program regarding the waiting list. This resulted in new tenants not being placed
into housing based on approved policies.

We reported no findings based on our testing of the City’s compliance with Minnesota laws and
regulations.
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OTHER OBSERVATIONS AND RECOMMENDATIONS
Electronic Funds Transfers Fraud
As the use of electronic funds transfers and payment methods has become more prevalent, we have seen
increases in both the incidences of fraud related to these transactions and the dollar amounts involved.
Operational changes related to the COVID-19 pandemic, including greater reliance on technology and
more employees working remotely, have tended to increase risk in this area. We urge cities to carefully
review controls over these transactions, and consider best practices to address these risks, such as:
•
•

•

•
•

Ensuring segregation of duties over these transactions by involving more than one employee in
the process.
Requiring multi-factor authentication of requests for electronic payments from new vendors or for
changes in wiring instructions for existing vendors. It is recommended that changes for existing
vendors be verified through trusted contact information used previously for that vendor, not as
provided in the change request, to verify the accuracy of the change.
Educate employees on the controls in place to protect the organization’s financial assets and
ensure management is supportive and accepting of the processes in place. Attempted fraudulent
transactions are often initiated using the profile of a supervisor. Employees must be comfortable
questioning unusual transactions or requests, and instructed not to circumvent internal control
procedures regardless of whom they believe initiated the transaction.
Recommended cyber security measures, such as limiting network access and requiring robust
passwords that are changed regularly, should be implemented and followed by all city employees,
not just those directly involved with financial transactions.
Review insurance policies to understand the coverage provided for financial losses due to
cybersecurity risks and evaluate whether they provide adequate coverage based on management’s
assessment of these risks.

Uniform Guidance Written Controls and Micro-Purchase Threshold
Federal Uniform Guidance requires that nonfederal entities must have and use documented procurement
procedures consistent with 2CFR § 200.317-320 for the acquisition of property or services required under
a federal award or subaward. Effective August 31, 2020, the federal micro-purchase threshold, which is
the threshold that allows for procurements without soliciting competitive price or rate quotations given
certain conditions, was increased from $3,500 to $10,000 in the Federal Acquisition Regulations (FAR).
Effective November 12, 2020, the Uniform Guidance was also revised to allow nonfederal entities to
establish a micro-purchase threshold higher than the $10,000 threshold established in the FAR under
certain circumstances. The nonfederal entity may self-certify a micro-purchase threshold up to $50,000 if
the requirements in 2CFR § 200.320(a)(1)(iv) are followed. Requirements include an annual
self-certification and clear documentation of the justification to support the increase in the threshold.
Acceptable reasons for justification must meet one of the following criteria:
•
•
•

A qualification as a low-risk auditee, in accordance with the criteria in § 200.520 for the most
recent audit,
An annual internal institutional risk assessment to identify, mitigate, and manage financial risks,
or,
A higher threshold consistent with state law.

This flexibility would allow Minnesota local governments to increase and align their federal procurement
procedures, specifically the micro-purchase threshold, with state law, which allows for procurements
below $25,000 to be made without competitive price or rate quotations.
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We recommend that the City review its current federal procurement policy. If the micro-purchase
threshold in your currently adopted policy is below the allowable FAR limit of $10,000, you would need
to make a one-time amendment to the policy to adopt the $10,000 FAR limit before using it. If you prefer
to increase your federal micro-purchase threshold to $25,000 to align it with state law, in addition to
amending your federal procurement policy, you would need to annually certify the higher threshold and
the justification for using the higher threshold.
FOLLOW-UP ON PRIOR YEAR FINDINGS AND RECOMMENDATIONS
As a part of our audit of the City’s financial statements for the year ended December 31, 2020, we
performed procedures to follow-up on the findings and recommendations that resulted from our prior year
audit. We reported the following findings that were corrected by the City in the current year:
•

During the prior year audit, we noted the City did not have sufficient controls in place within the
Public and Indian Housing federal program to assure that annual re-examinations were
completed, that form HUD-50058 was obtained to support the rent recalculations, and that
information used on the form HUD-50058 was supported by documentation, resulting in a
material weakness and noncompliance. We are pleased to report this is not a finding in the current
year.

•

During the prior year audit, we noted the City did not have sufficient controls in place within the
Public and Indian Housing federal program to assure that it was not contracting for goods or
services with parties that are suspended or debarred, or whose principals are suspended or
debarred. We are pleased to report this is not a finding in the current year.

•

During the prior year audit, we noted for one contract selected for testing that was completed
during the 2019 fiscal year, the statutory requirement to obtain a Form IC134 or Contractor’s
Withholding Affidavit prior to making the final payment to a contractor was not met as required
by Minnesota Statutes. We are pleased to report this is not a finding in the current year.

SIGNIFICANT ACCOUNTING POLICIES
Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the City are described in Note 1 of the notes to basic financial statements. No
new accounting policies were adopted and the application of existing policies was not changed during the
year ended December 31, 2020.
We noted no transactions entered into by the City during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the
proper period.
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ACCOUNTING ESTIMATES AND MANAGEMENT JUDGMENTS
Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements, and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were:
•

Other Post-Employment Benefits (OPEB) and Pension Liabilities – The City has recorded
liabilities and activity for pension benefits and OPEB. These obligations are calculated using
actuarial methodologies described in Governmental Accounting Standards Board Statement
Nos. 68 and 75. These actuarial calculations include significant assumptions, including projected
changes, healthcare insurance costs, investment returns, retirement ages, proportionate share, and
employee turnover.

•

Depreciation – Management’s estimates of depreciation expense are based on the estimated
useful lives of the assets.

•

Land Held for Resale – These assets are stated at net realizable value based on management’s
estimates.

•

Compensated Absences – Management’s estimates are based on current rates of pay.

•

Self-Insurance – Management’s estimates of self-insurance reserves are based on the estimated
liability for incurred, but not reported claims.

We evaluated the key factors and assumptions used by management to develop these estimates in
determining that they are reasonable in relation to the basic financial statements taken as a whole.
Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The disclosures included in the notes to the basic financial statements related to OPEB
and pension benefits are particularly sensitive, due to the materiality of the liabilities, and the large and
complex estimates involved in determining the disclosures.
The financial statement disclosures are neutral, consistent, and clear.
DISAGREEMENTS WITH MANAGEMENT
For purposes of this report, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT
We encountered no significant difficulties in dealing with management in performing and completing our
audit.
MANAGEMENT REPRESENTATIONS
We have requested certain representations from management that are included in the management
representation letter dated June 9, 2021.
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CORRECTED AND UNCORRECTED MISSTATEMENTS
Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. There were no misstatements detected as a result of audit procedures that were material,
either individually or in the aggregate, to each opinion unit’s financial statements taken as a whole.
MANAGEMENT CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS
In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the City’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.
OTHER AUDIT FINDINGS OR ISSUES
We generally discuss a variety of matters, including the application of accounting principles and auditing
standards with management each year prior to retention as the City’s auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to
our retention.
OTHER MATTERS
We applied certain limited procedures to the management’s discussion and analysis (MD&A), budgetary
comparison schedules for the General Fund and major special revenue funds, and the pension and
OPEB-related required supplementary information (RSI) that supplements the basic financial statements.
Our procedures consisted of inquiries of management regarding the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We did not audit the RSI and do not express an opinion or provide any assurance on the RSI.
We were engaged to report on the supplementary information accompanying the financial statements and
the separately issued Schedule of Expenditures of Federal Awards, which are not RSI. With respect to this
supplementary information, we made certain inquiries of management and evaluated the form, content,
and methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not changed
from the prior period, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.
We were not engaged to report on the introductory and statistical sections, which accompany the financial
statements, but are not RSI. Such information has not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.
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GOVERNMENTAL FUNDS OVERVIEW
This section of the report provides you with an overview of the financial trends and activities of the City’s
governmental funds, which includes the General, special revenue, debt service, and capital project funds.
These funds are used to account for the basic services the City provides to all of its citizens, which are
financed primarily with property taxes. The governmental fund information in the City’s financial
statements focuses on budgetary compliance and the sufficiency of each governmental fund’s current
assets to finance its current liabilities.
PROPERTY TAXES
Minnesota cities rely heavily on local property tax levies to support their governmental fund activities.
For the 2019 fiscal year, local ad valorem property tax levies provided 40.8 percent of the total
governmental fund revenues for cities over 2,500 in population, and 37.6 percent for cities under 2,500 in
population. Total property taxes levied by all Minnesota cities for taxes payable in 2020 increased
6.1 percent from the prior year.
The total tax capacity value of property in Minnesota cities increased about 6.5 percent for the 2020 levy
year. The tax capacity values used for levying property taxes are based on the assessed market values for
the previous fiscal year (e.g., tax capacity values for taxes levied in 2020 were based on assessed market
values as of January 1, 2019), so the trend of change in these tax capacity values lags somewhat behind
the housing market and economy in general.
The City’s estimated market value increased 6.0 percent in 2019 and 10.3 percent in 2020. The following
graph shows the City’s changes in estimated market value over the past 10 years:
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Tax capacity is considered the actual base available for taxation. It is calculated by applying the state’s
property classification system to each property’s market value. Each property classification, such as
commercial or residential, has a different calculation and uses different rates. Consequently, a city’s total
tax capacity will change at a different rate than its total market value, as tax capacity is affected by the
proportion of its tax base that is in each property classification from year-to-year, as well as legislative
changes to tax rates. The City’s tax capacity increased 6.0 percent for taxes payable in 2019 and increased
11.1 percent for taxes payable in 2020.
The following graph shows the City’s change in tax capacities over the past 10 years:
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The following table presents the average tax rates applied to city residents for each of the last three levy
years:
Rates Expressed as a Percentage of Net Tax Capacity

City of South St. Paul
2018
2019
2020
Average tax rate
City

64.0

64.6

60.8

County

24.1

23.0

21.8

School

31.4

29.6

28.9

8.1

8.2

7.6

127.6

125.4

119.1

Special taxing
Total

The City’s portion of the tax capacity rates for South St. Paul residents, as well as the total tax capacity
rate, decreased from the prior year.
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GOVERNMENTAL FUNDS REVENUE AND EXPENDITURES
The following table presents the per capita revenue of the City’s governmental funds for the past
three years, along with state-wide averages.
We have included the most recent comparative state-wide averages available from the Office of the State
Auditor to provide a benchmark for interpreting the City’s data. The amounts received from the typical
major sources of governmental fund revenue will naturally vary between cities based on factors such as a
city’s stage of development, location, size and density of its population, property values, services it
provides, and other attributes. It will also differ from year-to-year due to the effect of inflation and
changes in its operation. Also, certain data on these tables may be classified differently than how they
appear in the City’s financial statements in order to be more comparable to the state-wide information,
particularly in separating capital expenditures from current expenditures.
We have designed this section of our management report using per capita data in order to better identify
unique or unusual trends and activities of the City. We intend for this type of comparative and trend
information to complement, rather than duplicate, information in the MD&A. An inherent difficulty in
presenting per capita information is the accuracy of the population count, which for most years is based
on estimates.
Governmental Funds Revenue per Capita
With State-Wide Averages by Population Class

Year
Population
Property taxes
Tax increments
Franchise and other taxes
Special assessments
Licenses and permits
Intergovernmental revenues
Charges for services
Other
Total revenue

State-Wide
December 31, 2019
2,500–10,000 10,000–20,000 20,000–100,000

City of South St. Paul
2018
2019
2020
20,598
20,487
20,774

$

514
30
45
54
40
342
135
89

$

489
28
50
38
35
297
108
78

$

512
44
50
53
51
201
115
79

$ 606
81
60
47
25
315
228
45

$ 648
89
59
50
22
295
206
53

$ 681
90
58
34
19
555
182
36

$

1,249

$

1,123

$

1,105

$ 1,407

$ 1,422

$ 1,655

The City’s governmental fund revenues for 2020 were $34,384,670, an increase of $5,263,234
(18.1 percent) from the prior year. On a per capita basis, the City received $1,655 in governmental fund
revenue for 2020, which is an increase of $233 from the prior year. The majority of this increase was in
intergovernmental revenues. Intergovernmental revenue increased $260 per capita from the prior year,
due to the City receiving federal coronavirus relief funds (CRF) in 2020 to fund unanticipated COVID-19
expenditures, a grant received from the county for the Thompson Turnback project, and additional
municipal state aid funding received in the current year.
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The expenditures of governmental funds will also vary from state-wide averages and from year-to-year,
based on the City’s circumstances. Expenditures are classified into three types as follows:
•

Current – These are typically the general operating type expenditures occurring on an annual
basis, and are primarily funded by general sources, such as taxes and intergovernmental revenues.

•

Capital Outlay and Construction – These expenditures do not occur on a consistent basis, more
typically fluctuating significantly from year-to-year. Many of these expenditures are
project-oriented, and are often funded by specific sources that have benefited from the
expenditure, such as special assessment improvement projects.

•

Debt Service – Although the expenditures for debt service may be relatively consistent over the
term of the respective debt, the funding source is the important factor. Some debt may be repaid
through specific sources, such as special assessments or redevelopment funding, while other debt
may be repaid with general property taxes.

The City’s expenditures per capita of its governmental funds for the past three years, together with
state-wide averages, are presented in the following table:
Governmental Funds Expenditures per Capita
With State-Wide Averages by Population Class

Year
Population
Current
General government
Public safety
Street maintenance
Parks and recreation
All other
Total current

State-Wide
December 31, 2019
2,500–10,000
10,000–20,000 20,000–100,000

City of South St. Paul
2018
2019
2020
20,598
20,487
20,774

$

$

152
300
146
103
74
775

$

128
282
149
124
75
758

$

107
306
119
106
97
735

99
387
300
142
191
1,119

$ 107
411
184
142
201
1,045

$ 109
430
175
121
140
975

Capital outlay
and construction

438

376

355

237

399

203

Debt service
Principal
Interest and fiscal charges
Total debt service

168
43
211

182
41
223

88
28
116

78
37
115

75
43
118

84
45
129

1,206

$ 1,471

$ 1,562

$ 1,307

Total expenditures

$

1,424

$

1,357

$

Total expenditures in the City’s governmental funds for 2020 were $27,164,813, a decrease of $4,826,276
(15.1 percent) from the prior year. On a per capita basis, the City expended a total of $1,307 in 2020, a
decrease of $255. Current expenditures decreased $70 per capita, mainly in all other, due to larger grants
for redevelopment paid to developers in the prior year. Capital outlay costs decreased $196 per capita,
primarily due to a decrease in street improvement projects and the purchase of two new fire trucks in the
prior year. Debt service expenditures were $11 higher than last year, due to an increase in scheduled bond
principal payments. The City’s current operating costs are higher than average, due to above average
public safety, street maintenance, parks and recreation, and all other costs.
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GOVERNMENTAL FUND BALANCES
The following table summarizes the changes in the fund balances of the City’s governmental funds during
the years ended December 31, 2019 and 2020, presented both by fund balance classification and by fund:
Governmental Funds Change in Fund Balance

Fund Balance
as of December 31,
2019
2020
Fund balances of governmental funds
Total by classification
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total governmental funds
Total by fund
General
Doug Woog Arena
Airport
Capital Programs
Local Improvements
Tax Increment
Other governmental funds
Total governmental funds

$

61,765
11,048,099
4,660,404
5,922,358
3,042,030

$

Change

242,806
12,216,166
4,625,755
8,708,642
6,422,182

$

181,041
1,168,067
(34,649)
2,786,284
3,380,152

$ 24,734,656

$ 32,215,551

$

7,480,895

$ 12,986,043
(992,831)
(235,586)
5,655,867
(3,642,042)
3,360,705
7,602,500

$ 14,868,236
(989,435)
22,877
8,410,351
(2,217,545)
4,408,250
7,712,817

$

1,882,193
3,396
258,463
2,754,484
1,424,497
1,047,545
110,317

$ 24,734,656

$ 32,215,551

$

7,480,895

In total, the fund balances of the City’s governmental funds increased by $7,480,895 during the year
ended December 31, 2020. Restricted fund balance increased by $1,168,067, mainly in restricted balances
for tax increment financing. Assigned fund balance increased $2,786,284, in assigned balances for
working capital in the Capital Programs Fund. Unassigned fund balance increased by $3,380,152, mainly
due to the improved fund balance in the General Fund and Local Improvements Fund.
Doug Woog Arena Fund – This fund had an increase in fund balance of $3,396. In eight of the last
nine years, this fund has had to borrow from other funds to fund cash flow needs. The interfund
borrowing totals $1,006,251 at December 31, 2020.
We recommend that the City continue to monitor the financial results in this fund. We also recommend
that the City continue to update the long-range financial plan for this fund, including considering plans for
financing the payback of the interfund borrowing in this fund.
Airport Fund – This fund had an increase in fund balance of $258,463. In eight of the last nine years,
this fund has been able to decrease the amount borrowed from other funds to fund cash flow needs. The
interfund borrowing totals $103,819 at December 31, 2020.
We recommend that the City continue to monitor the financial results in this fund. We also recommend
that the City continue to update the long-range financial plan for this fund, including the completion of
the plan in place for the payback of the interfund borrowing in this fund.
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GENERAL FUND
The City’s General Fund accounts for the financial activity of the basic services provided to the
community. The primary services included within this fund are the administration of the municipal
operation, police and fire protection, building inspection, streets and highway maintenance, and parks and
recreation. The graph below illustrates the change in the General Fund financial position over the last
five years. We have also included a line representing annual expenditures to reflect the change in the size
of the General Fund operation over the same period.

General Fund Financial Position
Year Ended December 31,
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Fund Balance
Cash (Net)
Expenditures

2016
$10,670,986
$9,853,641
$13,236,306

2017
$11,346,811
$10,433,090
$13,989,060

2018
$12,241,018
$11,049,659
$14,997,459

2019
$12,986,043
$12,428,313
$15,852,613

2020
$14,868,236
$13,618,097
$16,109,507

The City’s General Fund cash and investments balance (net of borrowing) at December 31, 2020 was
$13,618,097, an increase of $1,189,784. Total fund balance at December 31, 2020 was $14,868,236,
which is an increase of $1,882,193 from the prior year.
Having an appropriate fund balance is an important factor in assessing the City’s financial health because
a government, like any organization, requires a certain amount of equity to operate. Generally, the amount
of equity required typically increases as the size of the operation increases. A healthy financial position
allows the City to avoid volatility in tax rates; helps minimize the impact of state funding changes; allows
for the adequate and consistent funding of services, repairs, and unexpected costs; and can be a factor in
determining the City’s bond rating and resulting interest costs.
The City has an approved fund balance policy that states the General Fund will maintain a minimum
unassigned fund balance of 35.0 to 50.0 percent of the subsequent year’s budgeted expenditures. At
December 31, 2020, the City’s General Fund unassigned fund balance was 59.2 percent of the subsequent
year’s budgeted expenditures.
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The following graph reflects the City’s General Fund revenue sources for 2020 compared to budget:
General Fund Revenue
Budget and Actual
Taxes
Intergovernmental

Fines and Forfeits
Charges for Services
Licenses and Permits
All Other

Actual

Budget

General Fund revenue for 2020 was $17,980,301, which was $1,770,660 (10.9 percent) more than budget.
Intergovernmental revenues were $1,697,284 over budget, primarily due to the recognition of the City’s
portion of CRF federal grant funds.
The following graph presents the City’s General Fund revenues by source for the last five years:
General Fund Revenue by Source
Year Ended December 31,
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$9,043,616
$9,650,426
$10,749,843
$11,462,162
$11,918,242

$2,198,997
$2,220,948
$2,393,664
$2,419,062
$4,021,287

Fines and
Forfeits
$113,668
$124,587
$145,917
$165,396
$110,787

Charges for
Services
$1,521,078
$1,662,456
$1,763,352
$1,571,529
$1,346,152

Licenses
and Permits
$420,852
$575,164
$511,687
$458,545
$395,394

All Other

$140,880
$112,584
$106,803
$372,248
$188,439

Total General Fund revenue for 2020 was $1,531,359 (9.3 percent) higher than last year, mainly in
intergovernmental revenue. Intergovernmental revenues increased $1,602,225, due to receipt of the CRF
as previously mentioned.
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The following graph illustrates the components of General Fund spending for 2020 compared to budget:

General Fund Expenditures
Budget and Actual
General Government

Public Safety
Public Works
Community Development
Parks and Recreation

Actual

Budget

General Fund expenditures for 2020 were $16,109,507, which was $176,026 (1.1 percent) under budget.
Expenditures under budget were spread across various functions, with the largest variances in public
safety ($84,390) and parks and recreation ($84,206).
The following graph presents the City’s General Fund expenditures by function for the last five years:
General Fund Expenditures by Function
Year Ended December 31,
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Parks and
Recreation
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$825,070
$831,081
$656,116

Total General Fund expenditures for 2020 were $256,894 (1.6 percent) higher than the previous year,
mainly due to the increase in the public safety function, offset by decreases in the parks and recreation
and community development functions. Public safety expenditures increased $532,443, mainly due to
increased personal service costs in the police department. This increase was offset by a $174,965 decrease
in the parks and recreation function, due to the impact of the COVID-19 pandemic. Expenditures in the
community development function decreased $102,370, mainly in the city planner department.
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ENTERPRISE FUNDS OVERVIEW
The City maintains several enterprise funds to account for services the City provides that are financed
primarily through fees charged to those utilizing the service. This section of the report provides you with
an overview of the financial trends and activities of the City’s enterprise funds, which include the
Water and Sewer Utility, Storm Water Utility, Street Light Utility, and Low Rent Housing Funds.
ENTERPRISE FUNDS FINANCIAL POSITION
The following table summarizes the changes in the financial position of the City’s enterprise funds during
the years ended December 31, 2019 and 2020, presented both by classification and by fund:
Enterprise Funds Change in Financial Position

Net Position
as of December 31,
2019
2020
Net position of enterprise funds
Total by classification
Net investment in capital assets
Unrestricted
Total enterprise funds
Total by fund
Water and Sewer Utility
Storm Water Utility
Street Light Utility
Low Rent Housing
Total enterprise funds

Change

$ 25,051,384
8,451,943

$ 25,893,184
9,415,522

$

841,800
963,579

$ 33,503,327

$ 35,308,706

$

1,805,379

$ 19,494,390
7,653,147
250,420
6,105,370

$ 20,744,514
7,663,224
338,062
6,562,906

$

1,250,124
10,077
87,642
457,536

$ 33,503,327

$ 35,308,706

$

1,805,379

In total, the net position of the City’s enterprise funds increased $1,805,379 during the year ended
December 31, 2020. The City’s net investment in capital assets increased by $841,800 during the year,
due to continued investment in utility infrastructure and other capital assets. The increase of $963,579 in
unrestricted net position was due to positive operating results in the Water and Sewer Utility and Low
Rent Housing Funds.

-14-

WATER AND SEWER UTILITY FUND
The following graph presents five years of comparative operating results for the City’s Water and Sewer
Utility Fund:

Water and Sewer Utility Fund
Year Ended December 31,
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2016
$5,085,443
$4,613,968
$123,517
$471,475

2017
$5,462,748
$4,764,647
$350,648
$698,101

2018
$5,639,413
$4,847,928
$434,338
$791,485

2019
$5,901,062
$4,709,846
$829,809
$1,191,216

2020
$6,423,944
$4,551,400
$1,420,354
$1,872,544

The Water and Sewer Utility Fund ended 2020 with a total net position of $20,744,514, an increase of
$1,250,124 from the prior year. Of this, $14,637,927 represents the net investment in utility distribution
system capital assets, leaving $6,106,587 of unrestricted net position.
Operating revenue in the Water and Sewer Utility Fund was $6,423,944, an increase of $522,882
(8.9 percent) from the prior year, due to the increased rates.
Water and Sewer Utility Fund operating expenses before depreciation for 2020 were $4,551,400, a
decrease of $158,446 (3.4 percent) from the previous year. The largest factor contributing to the change
was a decrease in personal service costs, due to the City eliminating a position in this department.
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STORM WATER UTILITY FUND
The following graph presents five years of comparative operating results for the City’s Storm Water
Utility Fund:
Storm Water Utility Fund
Year Ended December 31,
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$(9,492)
$260,218

2020
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The Storm Water Utility Fund ended 2020 with a total net position of $7,663,224, an increase of $10,077
from the prior year. Of this, $7,582,766 represents the City’s net investment in its storm water collection
system capital assets, leaving an unrestricted net position of $80,458.
Operating revenue in the Storm Water Utility Fund was $581,229, an increase of $42,899 (8.0 percent)
from the prior year, due to the rate increase. Storm Water Utility Fund operating expenses before
depreciation for 2020 were $290,689, an increase of $12,577 (4.5 percent).
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STREET LIGHT UTILITY FUND
The following graph presents five years of comparative operating results for the City’s Street Light Utility
Fund:
Street Light Utility Fund
Year Ended December 31,
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The Street Light Utility Fund ended 2020 with a total net position of $338,062, an increase of $87,642
from the prior year. This entire balance represents unrestricted net position.
Street Light Utility Fund operating revenue for fiscal 2020 was $286,360, an increase of $20,175
(7.6 percent) from the prior year, due to the rate increase. Operating expenses for 2020 were $201,851, an
increase of $17,139 (9.3 percent), mainly due to increased contractual services costs, due to additional
maintenance performed in 2020.
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LOW RENT HOUSING FUND
The following graph presents five years of comparative operating results for the City’s Low Rent Housing
Fund:
Low Rent Housing Fund
Year Ended December 31,
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The Low Rent Housing Fund ended 2020 with a total net position of $6,562,906, an increase of $457,536
from the prior year. Of this, $3,672,491 represents the investment in low rent housing capital assets,
leaving $2,890,415 of unrestricted net position.
Operating revenue in the Low Rent Housing Fund was $2,359,111, an increase of $87,721 (3.9 percent)
from the prior year.
Low Rent Housing Fund operating expenses before depreciation for 2020 were $1,790,633, a decrease of
$179,361 (9.1 percent) from the previous year, mainly in decreased contractual service costs, due to
higher maintenance costs in the prior year.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS
In addition to fund-based information, the current reporting model for governmental entities also requires
the inclusion of two government-wide financial statements designed to present a clear picture of the City
as a single, unified entity. These government-wide financial statements provide information on the total
cost of delivering services, including capital assets and long-term liabilities.
STATEMENT OF NET POSITION
The Statement of Net Position essentially tells you what the City owns and owes at a given point in time,
the last day of the fiscal year. Theoretically, net position represents the resources the City has leftover to
use for providing services after its debts are settled. However, those resources are not always in spendable
form, or there may be restrictions on how some of those resources can be used. Therefore, the Statement
of Net Position divides the net position into three components:
•

Net Investment in Capital Assets – The portion of net position reflecting equity in capital assets
(i.e., capital assets minus related debt).

•

Restricted Net Position – The portion of net position equal to resources whose use is legally
restricted minus any noncapital-related liabilities payable from those same resources.

•

Unrestricted Net Position – The residual balance of net position after the elimination of net
investment in capital assets and restricted net position.

The following table presents the components of the City’s net position as of December 31, 2019 and
2020, for governmental activities and business-type activities:
As of December 31,
2019
2020
Net position
Governmental activities
Net investment in capital assets
Restricted
Unrestricted
Total governmental activities

$

Business-type activities
Net investment in capital assets
Unrestricted
Total business-type activities
Total net position

55,251,058
12,010,154
606,645
67,867,857

$

25,051,384
7,973,508
33,024,892
$

100,892,749

57,231,399
13,016,751
6,818,193
77,066,343

Change

$

25,893,184
8,917,914
34,811,098
$

111,877,441

1,980,341
1,006,597
6,211,548
9,198,486
841,800
944,406
1,786,206

$

10,984,692

Net position for governmental activities increased by $9,198,486 in 2020, as presented above. The net
investment in capital assets increased $1,980,341 this year, mainly due to the significant amount of
construction activity in the current year. The remaining change in this category of net position typically
depends on the relationship of the rate at which the City is adding capital assets, the rate capital assets are
being depreciated, and how the City finances the purchase and construction of capital assets. The
restricted portion of net position increased $1,006,597, mainly due to the increase in restricted balances
for tax increment financing. The increase in unrestricted net position reflects positive operating results in
the City’s governmental funds.
The change in net position for business-type activities is consistent with our earlier discussion for the
utility operations, which are presented under the same full accrual basis of accounting.
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STATEMENT OF ACTIVITIES
The Statement of Activities tracks the City’s yearly revenues and expenses, as well as any other
transactions that increase or reduce total net position. These amounts represent the full cost of providing
services. The Statement of Activities provides a more comprehensive measure than just the amount of
cash that changed hands, as reflected in the fund-based financial statements. This statement includes the
cost of supplies used, depreciation of long-lived capital assets, and other accrual-based expenses.
The following table presents the change in the net position of the City for the years ended December 31,
2019 and 2020:
Net Revenue (Expense)
2019
2020
Net (expense) revenue
Governmental activities
General government
Public safety
Public works
Community development
Parks, arena, and library
Economic development
Transportation
Interest on long-term debt
Business-type activities
Water and sewer utility
Storm sewer utility
Street light utility
Low rent housing

$

Total net (expense) revenue
General revenues
General property taxes
Tax increments
Franchise tax
Unrestricted grants and contributions
Investment income
Gain on sale of capital assets
Total general revenues
Change in net position

$

(1,323,649)
(8,031,647)
(2,658,884)
(163,534)
(1,949,807)
(1,565,504)
(282,325)
(808,727)

$

(1,120,324)
(9,022,386)
1,640,464
(569,739)
(2,075,953)
(741,706)
(160,034)
(770,470)

1,050,194
125,850
81,473
60,963

1,380,872
62,604
84,509
452,098

(15,465,597)

(10,840,065)

13,308,981
1,846,876
1,202,803
2,530,003
724,620
8,457
19,621,740

14,102,051
1,821,727
1,203,096
4,333,360
310,363
54,160
21,824,757

4,156,143

$

10,984,692

One of the goals of this statement is to provide a side-by-side comparison to illustrate the difference in the
way the City’s governmental and business-type operations are financed. The table clearly illustrates the
dependence of the City’s governmental operations on general revenues, such as property taxes and
unrestricted grants. It also shows if the City’s business-type activities are generating sufficient program
revenues (service charges and program-specific grants) to cover expenses. This is critical given the
current downward pressures on the general revenue sources. The change in public works is due to
additional funding received in the current year for expenses in a previous year. The increase in
unrestricted grants reflects the federal CRF received in 2020.
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LEGISLATIVE UPDATES
The 2020 legislative session, coming in the second half of the state’s fiscal biennium, was expected to be
a typical short session focused primarily on making relatively minor modifications to the biennial budget.
Given a projected budget surplus of $1.5 billion going into the session, consideration of a substantial
capital investment and bonding bill was also a potential focus.
The start of the legislative session in February was followed by a series of significant events that changed
the course of the session, including a world-wide health pandemic, the death of George Floyd while in
police custody and the ensuing protests and unrest, and a hotly contested national election. On March 13,
2020, the Governor issued an executive order declaring a peacetime emergency, giving his administration
the ability to quickly impose restrictions and measures aimed at mitigating the COVID-19 outbreak. By
early May, the state’s budget outlook had changed from a robust surplus to a projected deficit of
$2.4 billion. The legislative session ultimately encompassed an unprecedented seven special sessions,
more than double the previous state record of three, with the final special session in mid-December.
In the end, a $1.87 billion omnibus bonding bill was passed that included $1.36 billion in general
obligation state bonding for capital improvements, $31.0 million in supplemental General Fund budget
spending, and provisions for tax relief and economic assistance. The session also yielded a new Police
Accountability Act, and a $217.0 million economic relief package to help businesses negatively impacted
by the pandemic. The following is a brief summary of legislative changes from the 2020 session or
previous legislative sessions potentially impacting Minnesota cities.
Coronavirus Aid, Relief, and Economic Security (CARES) Act – The CARES Act provided federal
economic relief to protect the American people from the public health and economic impacts of
COVID-19. Minnesota received approximately $2.2 billion in funding under the CARES Act.
When the first legislative special session ended without an agreement on the distribution of approximately
$841.5 million of federal Coronavirus Relief Fund (CRF) funding earmarked for Minnesota local
governments, the Governor distributed the funds by executive order based on the framework of the
legislative agreement debated during the first special session. This resulted in $350.4 million being
distributed directly to Minnesota cities with populations equal to or greater than 200. The funds were
authorized for use for unbudgeted costs related to the COVID-19 pandemic, but not to replace lost
revenues. In accordance with CARES Act provisions, the CRF funding was available to cover costs that;
1) were necessary expenditures incurred due to the public health emergency related to COVID-19;
2) were not accounted for in the entity’s budget most recently approved as of March 27, 2020; and
3) were incurred during the period from March 1, 2020 through December 31, 2020 (the availability
period end date was revised by the state to November 15, 2020 for Minnesota cities).
Emergency Small Business Assistance Program – The Legislature created a program to appropriate
$60.0 million of federal CRF funding to make grants available through the Minnesota Department of
Employment and Economic Development for eligible small businesses impacted by COVID-19. Small
businesses employing up to 50 full-time employees are eligible to receive grants of up to $10,000. The
allocation is split between the metro area and greater Minnesota, with specific allocations for businesses
owned by minorities, veterans, and women. $18.0 million of the allocation is earmarked for businesses
with 6 or less employees.
Workers’ Compensation Claims – COVID-19 Presumption – The Legislature adopted several new
provisions to state unemployment statutes related to COVID-19, including a presumption that an
employee who contracts COVID-19 has an “occupational disease” arising out of, and in the course of,
employment if the employee works in one of the specified occupations and has a confirmed case of
COVID-19. Covered occupations include nurses, healthcare workers, and workers required to provide
childcare for first responders and healthcare workers under Executive Orders 20-02 and 20-19. The
COVID-19 presumption provision sunsets on May 1, 2021.
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Bonding Bill – The 2020 bonding bill provided financing for approximately $1.36 billion of projects.
Some of the more significant appropriations for local infrastructure included: $105 million in
undesignated grants for local road improvement and bridge replacement; $100 million for water
infrastructure and point source implementation grants; $25 million for state match of federal grants for
public facilities improvements, $20 million for natural resource asset preservation, $17 million for flood
control mitigation, $15 million for the Local Government Roads Wetlands Replacement Program;
$5 million for Metropolitan Council inflow and infiltration grants; and $5 million for metropolitan
regional parks and trails. The bill also included funding for a number of state initiatives,
including: $300 million in trunk highway bonds for the improvement of the state trunk highway system;
$145 million in appropriation bonds to fund the infrastructure and capital needs of the Minnesota Housing
Finance Agency, Minnesota Pollution Control Agency, and Minnesota Public Television; $30 million for
state agency projects aimed at promoting racial equity, $29.5 million for the state Emergency Operations
Center; and $16 million for the Minnesota Housing Finance Agency.
The bill provides authority for eligible local governments to own and operate childcare facilities, and
permits local governments to enter into management agreements with licensed childcare providers to
operate in publicly-owned facilities. It also makes cities, counties, school districts, and joint powers
boards located outside of the seven-county metro area eligible to apply for grants through the Greater
Minnesota Childcare Facility Capital Grant Program.
The bill also included a provision extending the equal pay certificate of compliance requirement to
contracts by any public entity, including political subdivisions, using state general obligation bond
proceeds for all or part of a capital project. Local governments will be responsible for requiring that bids
include proper certification on applicable projects, which applies to projects for goods or services valued
at more than $1 million utilizing appropriated bond proceeds on or after January 1, 2022.
Elections – A number of measures were passed to help ensure the safe and secure conduct of the 2020
state primary and general elections, including; allowing for the processing of absentee ballots to begin
14 days prior to the date of the election, extending the period during which absentee ballots could be
processed for 2 days following the election, accepting electronic filings for affidavits of candidacy or
nominating petitions, and specifying that municipalities were to use schools as polling places only when
no other public or private location was reasonably available. Funds from the federal Help America Vote
Act were made available for modernizing, securing, and improving election facilities, a portion of which
was made available for grants to local governments to fund activities prescribed by this program.
Minors Operating Lawn Care Equipment – Effective May 28, 2020, Minnesota Statutes lowered the
employment age for operating lawn care equipment to age 16. Minors aged 16 and 17 must be trained in
the safe operation of the equipment and wear appropriate personal protective equipment when operating
the lawn care equipment. The exception under this statute applies only to minors directly employed by
golf courses, resorts, rental property owners, or municipalities to perform lawn care on golf courses,
resort grounds, rental property, or municipal grounds.
Open Meeting Law Exception – The interactive television provision of the Minnesota Open Meeting
Law was amended to allow for participation in meetings by interactive electronic means, such as Skype or
Zoom, without requiring that an elected official be advised to do so by a healthcare professional for
personal or family medical reasons. This allowance is available only when a national security or
peacetime emergency has been declared and may be used up to 60 days after the emergency declaration
has been lifted. Whenever public meetings are held via interactive electronic means of this type, votes
must be conducted by roll call and be recorded in the minutes.
Expanded Authority for Electronic Signatures During COVID-19 – Effective May 17, 2020, cities
are allowed to accept certain documents, signatures, or filings electronically, by mail, or facsimile during
the COVID-19 pandemic, including; planning and zoning applications and permits; land use documents;
documents requiring the signature of licensed architects, engineers, land surveyors, geoscientists, or
interior designers; applications for birth or death certificates; or recording notary commissions. This
accommodation expires January 16, 2021, or 60 days following the termination of the peacetime public
health emergency.
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Solid Waste Recycling Exemption – The requirement that not more than 15 percent of mixed municipal
solid waste received by recycling or composting facilities be disposed of, rather than recycled or
composted, is suspended as long as the need for the exception is triggered by operational changes
implemented to address the COVID-19 pandemic.
Pension Changes – Effective January 1, 2021, the maximum lump-sum pension amount for volunteer
firefighters is increased from $10,000 to $15,000 per year of service. Municipalities are permitted to split
state fire aid received between its career firefighters and its affiliated volunteer firefighters, but only if the
amount allocated to the career firefighters is approved by the membership of the volunteer firefighter
relief association. Any aid allocated to career firefighters must be used to pay the Public Employees
Retirement Association (PERA) employer contributions on their behalf within 18 months of the transfer
or be returned to the relief association.
Police Accountability Act – The Legislature passed the Police Accountability Act, which enacted a
number of changes to laws governing police conduct, training, and oversight. Among the more significant
changes adopted were:
•
•
•
•
•
•
•

•

Defined and authorized “public safety peer counseling” and “critical incident stress
management,” and classifies information shared in these settings as private data.
Established an Independent Use of Force Investigations Unit within the Bureau of Criminal
Apprehension to investigate all officer-involved deaths in the state, as well as criminal sexual
assault allegations against peace officers, effective August 1, 2020.
Authorized statutory or home rule charter cities to offer incentives to encourage a person hired as
a peace officer to be a resident of the city.
Limited the use of certain restraint methods by peace officer unless the use of deadly force is
authorized in a given situation.
Established and modified provisions related to law enforcement use of deadly force.
Defined and prohibited “warrior-style” training for peace officers.
Established a 15-member “Ensuring Police Excellence and Improving Community Relations
Advisory Council” under the Police Officer Standards and Training (POST) Board, to assist the
POST Board in maintaining policies and regulating peace officers in a manner that ensures the
protection of civil and human rights.
Established a duty for peace officers to intercede when another officer is using excessive force
and report incidents of excessive force to supervisors.
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ACCOUNTING AND AUDITING UPDATES
The following is a summary of Governmental Accounting Standards Board (GASB) standards expected
to be implemented in the next few years. Due to the COVID-19 pandemic, the GASB has delayed the
original implementation dates of these and other standards as described below.
GASB Statement No. 87, Leases
A lease is a contract that transfers control of the right to use another entity’s nonfinancial asset as
specified in the contract for a period of time in an exchange or exchange-like transaction. Examples of
nonfinancial assets include buildings, land, vehicles, and equipment. Any contract that meets this
definition should be accounted for under the leases guidance, unless specifically excluded in this
statement.
Governments enter into leases for many types of assets. Under the previous guidance, leases were
classified as either capital or operating depending on whether the lease met any of the four tests. In many
cases, the previous guidance resulted in reporting lease transactions differently than similar nonlease
financing transactions.
The goal of this statement is to better meet the information needs of users by improving accounting and
financial reporting for leases by governments. It establishes a single model for lease accounting based on
the principle that leases are financings of the right to use an underlying asset. This statement increases the
usefulness of financial statements by requiring recognition of certain lease assets and liabilities for leases
that previously were classified as operating leases and recognized as inflows of resources or outflows of
resources based on the payment provisions of the contract.
Under this statement, a lessee is required to recognize a lease liability and an intangible right to use lease
asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency of information about governments’ leasing activities.
To reduce the cost of implementation, this statement includes an exception for short-term leases, defined
as a lease that, at the commencement of the lease term, has a maximum possible term under the lease
contract of 12 months (or less), including any options to extend, regardless of their probability of being
exercised. Lessees and lessors should recognize short-term lease payments as outflows of resources or
inflows of resources, respectively, based on the payment provisions of the lease contract. The
requirements of this statement are effective for reporting periods beginning after June 15, 2021.
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GASB Statement No. 91, Conduit Debt Obligations
The primary objectives of this statement are to provide a single method of reporting conduit debt
obligations by issuers and eliminate diversity in practice associated with (1) commitments extended by
issuers, (2) arrangements associated with conduit debt obligations, and (3) related note disclosures. This
statement achieves those objectives by clarifying the existing definition of a conduit debt obligation;
establishing that a conduit debt obligation is not a liability of the issuer; establishing standards for
accounting and financial reporting of additional commitments and voluntary commitments extended by
issuers and arrangements associated with conduit debt obligations; and improving required note
disclosures.
A conduit debt obligation is defined as a debt instrument having all of the following characteristics:
•
•
•
•
•

There are at least three parties involved: (1) an issuer, (2) a third party obligor, and (3) a debt
holder or a debt trustee.
The issuer and the third party obligor are not within the same financial reporting entity.
The debt obligation is not a parity bond of the issuer, nor is it cross-collateralized with other debt
of the issuer.
The third party obligor or its agent, not the issuer, ultimately receives the proceeds from the debt
issuance.
The third party obligor, not the issuer, is primarily obligated for the payment of all amounts
associated with the debt obligation (debt service payments).

This statement also addresses arrangements, often characterized as leases, that are associated with conduit
debt obligations. In those arrangements, capital assets are constructed or acquired with the proceeds of a
conduit debt obligation and used by third party obligors in the course of their activities.
This statement requires issuers to disclose general information about their conduit debt obligations,
organized by type of commitment, including the aggregate outstanding principal amount of the issuers’
conduit debt obligations and a description of each type of commitment. Issuers that recognize liabilities
related to supporting the debt service of conduit debt obligations also should disclose information about
the amount recognized and how the liabilities changed during the reporting period.
The requirements of this statement are effective for reporting periods beginning after December 15, 2021.
Earlier application is encouraged.
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GASB Statement No. 92, Omnibus 2020
The objectives of this statement are to enhance comparability in accounting and financial reporting and to
improve the consistency of authoritative literature by addressing practice issues that have been identified
during implementation and application of certain GASB Statements. This statement addresses a variety of
topics and includes specific provisions about the following:
•
•
•

•
•
•
•
•

The effective date of Statement No. 87, Leases, and Implementation Guide No. 2019-3, Leases,
for interim financial reports
Reporting of intra-entity transfers of assets between a primary government employer and a
component unit defined benefit pension plan or defined benefit other post-employment benefit
(OPEB) plan
The applicability of Statements No. 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68, as amended, and No. 74, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans, as amended, to reporting assets
accumulated for post-employment benefits
The applicability of certain requirements of Statement No. 84, Fiduciary Activities, to
post-employment benefit arrangements
Measurement of liabilities (and assets, if any) related to asset retirement obligations in a
government acquisition
Reporting by public entity risk pools for amounts that are recoverable from reinsurers or excess
insurers
Reference to nonrecurring fair value measurements of assets or liabilities in authoritative
literature
Terminology used to refer to derivative instruments

The requirements of this statement are effective for fiscal years beginning after June 15, 2021. Earlier
application is encouraged.
GASB Statement No. 96, Subscription-Based Information Technology Arrangements
This statement provides guidance on the accounting and financial reporting for subscription-based
information technology arrangements (SBITAs) for government end users (governments). This statement
(1) defines a SBITA; (2) establishes that a SBITA results in a right-to-use subscription asset—an
intangible asset—and a corresponding subscription liability; (3) provides the capitalization criteria for
outlays other than subscription payments, including implementation costs of a SBITA; and (4) requires
note disclosures regarding a SBITA. To the extent relevant, the standards for SBITAs are based on the
standards established in Statement No. 87, Leases, as amended.
An SBITA is defined as a contract that conveys control of the right to use another party’s (an SBITA
vendor’s) information technology (IT) software, alone or in combination with tangible capital assets (the
underlying IT assets), as specified in the contract for a period of time in an exchange or exchange-like
transaction. Under this statement, a government generally should recognize a right-to-use subscription
asset—an intangible asset—and a corresponding subscription liability.
This statement provides an exception for short-term SBITAs with a maximum possible term under the
SBITA contract of 12 months, including any options to extend, regardless of their probability of being
exercised. Subscription payments for short-term SBITAs should be recognized as outflows of resources.
This statement requires a government to disclose descriptive information about its SBITAs other than
short-term SBITAs, such as the amount of the subscription asset, accumulated amortization, other
payments not included in the measurement of a subscription liability, principal and interest requirements
for the subscription liability, and other essential information.
The requirements of this statement are effective for fiscal years beginning after June 15, 2022, and all
reporting periods thereafter.
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GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and
Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation
Plans—an Amendment of GASB Statement No. 14 and No. 84, and a Supersession of GASB
Statement No. 32
The primary objectives of this statement are to (1) increase consistency and comparability related to the
reporting of fiduciary component units in circumstances in which a potential component unit does not
have a governing board and the primary government performs the duties that a governing board typically
would perform; (2) mitigate costs associated with the reporting of certain defined contribution pension
plans, defined contribution OPEB plans, and employee benefit plans other than pension plans or OPEB
plans (other employee benefit plans) as fiduciary component units in fiduciary fund financial statements;
and (3) enhance the relevance, consistency, and comparability of the accounting and financial reporting
for Internal Revenue Code Section 457 deferred compensation plans (Section 457 plans) that meet the
definition of a pension plan and for benefits provided through those plans.
The requirements of this statement that (1) exempt primary governments that perform the duties that a
government board typically performs from treating the absence of a governing board the same as the
appointment of a voting majority of a governing board in determining whether they are financially
accountable for defined contribution pension plans, defined contribution OPEB plans, or other employee
benefit plans, and (2) limit the applicability of the financial burden criterion in paragraph 7 of
Statement 84 to defined benefit pension plans and defined benefit OPEB plans that are administered
through trusts that meet the criteria in paragraph 3 of Statement 67 or paragraph 3 of Statement 74,
respectively, are effective immediately.
The requirements of this statement that are related to the accounting and financial reporting for
Section 457 plans are effective for fiscal years beginning after June 15, 2021. For purposes of determining
whether a primary government is financially accountable for a potential component unit, the requirements
of this statement that provide that for all other arrangements, the absence of a governing board be treated
the same as the appointment of a voting majority of a governing board if the primary government
performs the duties that a governing board typically would perform, are effective for reporting periods
beginning after June 15, 2021. Earlier application of those requirements is encouraged and permitted by
requirement as specified within this statement.
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CITY OF SOUTH ST. PAUL
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2020

Federal
CFDA No.

Federal Grantor/Pass-Through Grantor/Program Title
U.S. Department of Housing and Urban Development
Direct program
Public and Indian Housing
COVID-19 – Public and Indian Housing
Subtotal CFDA 14.850
Direct program
Congregate Housing Services Program
Direct program
Public Housing Capital Fund

Pass-Through
Entity
Identification
Number

14.850
14.850

U.S. Department of Justice
Direct program
Bulletproof Vest Partnership Program
Direct program
Edward Byrne Memorial Justice Assistance Grant Program
Passed through the City of Burnsville
Edward Byrne Memorial Justice Assistance Grant Program
Subtotal CFDA 16.738
U.S. Department of Transportation
Passed through the Minnesota Department of Public Safety
State and Community Highway Safety
Minimum Penalties for Repeat Offenders for Driving
While Intoxicated
Passed through the Minnesota Department of Transportation
Airport Improvement Program
U.S. Department of the Treasury
Passed through the Minnesota Department of
Management and Budget
COVID-19 – Coronavirus Relief Fund
Passed through the Minnesota Department of Transportation
COVID-19 – Coronavirus Relief Fund
Passed through Dakota County
COVID-19 – Coronavirus Relief Fund
Subtotal CFDA 21.019

Federal
Expenditures

$

744,917
114,634

$

859,551

14.170

190,900

14.872

435,717

16.607

2,697

16.738

10,642

16.738

7,185

17,827

20.600

244

20.608

3,762

20.106

18,288

21.019

SLT0016

1,572,954

21.019

69,000

21.019

7,356

Total federal awards

1,649,310
$ 3,178,296

Note 1:

The Schedule of Expenditures of Federal Awards is prepared on the accrual basis of accounting. The information in this
schedule is presented in accordance with the OMB’s Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. Therefore, some amounts presented in this schedule may differ from the amounts
presented in, or used in the preparation of, the City’s basic financial statements.

Note 2:

Unless noted in the table above, the pass-through entities use the same CFDA numbers as the federal grantors to identify
these grants, and have not assigned any additional identifying numbers.

Note 3:

The City did not elect to use the 10 percent de minimis indirect cost rate.

Note 4:

Unaudited Disclosure – The City received donated personal protective equipment (PPE) with an estimated value of less
than $2,000. The City was unable to determine whether federal dollars were used to purchase the donated PPE.
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council and Management
City of South St. Paul, Minnesota
We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of South
St. Paul, Minnesota (the City) as of and for the year ended December 31, 2020, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements, and have issued our
report thereon dated June 9, 2021.
INTERNAL CONTROL OVER FINANCIAL REPORTING
In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the City’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
(continued)
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COMPLIANCE AND OTHER MATTERS
As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.
PURPOSE OF THIS REPORT
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this report is not suitable for any other purpose.

Minneapolis, Minnesota
June 9, 2021
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL
OVER COMPLIANCE; AND REPORT ON THE SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

To the City Council and Management
City of South St. Paul, Minnesota
REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
We have audited the City of South St. Paul, Minnesota’s (the City) compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget Compliance Supplement that could
have a direct and material effect on each of the City’s major federal programs for the year ended
December 31, 2020. The City’s major federal programs are identified in the Summary of Audit Results
section of the accompanying Schedule of Findings and Questioned Costs.
MANAGEMENT’S RESPONSIBILITY
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.
AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion on compliance for each of the City’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our qualified and unmodified opinions on
compliance for major federal programs. However, our audit does not provide a legal determination of the
City’s compliance.
(continued)
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BASIS FOR QUALIFIED OPINION ON PUBLIC AND INDIAN HOUSING
As described in the accompanying Schedule of Findings and Questioned Costs, the City did not comply
with the Public and Indian Housing requirements for special tests and provisions reported as
finding 2020-001. Compliance with such requirements is necessary, in our opinion, for the City to comply
with the requirements applicable to that program.
QUALIFIED OPINION ON PUBLIC AND INDIAN HOUSING
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the
City complied, in all material respects, with the types of compliance requirements referred to on the
previous page that could have a direct and material effect on Public and Indian Housing for the year ended
December 31, 2020.
UNMODIFIED OPINION ON EACH OF THE OTHER MAJOR FEDERAL PROGRAMS
In our opinion, the City complied, in all material respects, with the types of compliance requirements
referred to previously that could have a direct and material effect on each of its other major federal programs
identified in the Summary of Audit Results section of the accompanying Schedule of Findings and
Questioned Costs for the year ended December 31, 2020.
CITY’S RESPONSE TO FINDING
The City’s response to the noncompliance finding identified in our audit is described in the accompanying
Schedule of Findings and Questioned Costs. The City’s response was not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on it.
REPORT ON INTERNAL CONTROL OVER COMPLIANCE
Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to on the previous page. In planning and
performing our audit of compliance, we considered the City’s internal control over compliance with the
types of requirements that could have a direct and material effect on each major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing
an opinion on compliance for each major federal program, and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.
Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified a
deficiency in internal control over compliance that we consider to be a significant deficiency.
A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis.
(continued)
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A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program
that is less severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance. We consider the deficiency in internal control over
compliance described in the accompanying Schedule of Findings and Questioned Costs as finding 2020-001
to be a significant deficiency.
CITY’S RESPONSE TO FINDING
The City’s response to the internal control over compliance finding identified in our audit is described in
the accompanying Schedule of Findings and Questioned Costs. The City’s response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on it.
PURPOSE OF THIS REPORT
The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.
REPORT ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM
GUIDANCE
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City as of and for the year ended
December 31, 2020, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements. We issued our report thereon dated June 9, 2021, which contained unmodified
opinions on those financial statements. Our audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the basic financial statements. The accompanying Schedule
of Expenditures of Federal Awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Minneapolis, Minnesota
June 9, 2021
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

INDEPENDENT AUDITOR’S REPORT
ON MINNESOTA LEGAL COMPLIANCE

To the City Council and Management
City of South St. Paul, Minnesota
We have audited, in accordance with auditing standards generally accepted in the United States of America,
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of South
St. Paul, Minnesota (the City) as of and for the year ended December 31, 2020, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements, and have issued our
report thereon dated June 9, 2021.
MINNESOTA LEGAL COMPLIANCE
In connection with our audit, nothing came to our attention that caused us to believe that the City failed to
comply with the provisions of the contracting and bidding, deposits and investments, conflicts of interest,
public indebtedness, claims and disbursements, miscellaneous provisions, and tax increment financing
sections of the Minnesota Legal Compliance Audit Guide for Cities, promulgated by the State Auditor
pursuant to Minnesota Statutes § 6.65, insofar as they relate to accounting matters. However, our audit was
not directed primarily toward obtaining knowledge of such noncompliance. Accordingly, had we performed
additional procedures, other matters may have come to our attention regarding the City’s noncompliance
with the above referenced provisions, insofar as they relate to accounting matters.
PURPOSE OF THIS REPORT
The purpose of this report is solely to describe the scope of our testing of compliance and the results of that
testing, and not to provide an opinion on compliance. Accordingly, this report is not suitable for any other
purpose.

Minneapolis, Minnesota
June 9, 2021
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CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs
Year Ended December 31, 2020

A. SUMMARY OF AUDIT RESULTS
This summary is formatted to provide federal granting agencies and pass-through agencies answers to
specific questions regarding the audit of federal awards.
Financial Statements
What type of auditor’s report is issued?

X

Unmodified
Qualified
Adverse
Disclaimer

Internal control over financial reporting:
Material weakness(es) identified?

Yes

X

No

Significant deficiency(ies) identified?

Yes

X

None reported

Yes

X

No

Yes

X

No

Noncompliance material to the financial statements noted?
Federal Awards
Internal controls over major federal award programs:
Material weakness(es) identified?
X

Significant deficiency(ies) identified?

Yes

None reported

Type of auditor’s report issued on compliance for major programs?
U.S. Department of Housing and Urban Development – Public and Indian Housing
U.S. Department of the Treasury – COVID-19 – Coronavirus Relief Fund
Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)?

Qualified
Unmodified
X

Yes

No

Programs tested as major programs:
Program or Cluster

CFDA No.

U.S. Department of Housing and Urban Development –
Public and Indian Housing
U.S. Department of the Treasury –
COVID-19 – Coronavirus Relief Fund

14.850
21.019

Threshold for distinguishing type A and B programs:

$

Does the auditee qualify as a low-risk auditee?

750,000
Yes
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X

No

CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2020

B. FINANCIAL STATEMENT FINDINGS
None.
C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
SIGNIFICANT DEFICIENCY IN INTERNAL CONTROL OVER COMPLIANCE AND REPORTABLE INSTANCES
OF NONCOMPLIANCE – U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT PUBLIC AND
INDIAN HOUSING – CFDA NO. 14.850
2020-001

Internal Control and Compliance With Special Tests and Provisions Requirements
Criteria – 24 CFR § 960. Management is responsible for establishing and maintaining effective
internal control over compliance with requirements applicable to federal programs, including
special tests and provisions requirements applicable to the Public and Indian Housing federal
program.
Condition – During our audit, we noted that the City of South St. Paul (the City) did not have
sufficient controls in place within the Public and Indian Housing federal program to assure
compliance with federal special tests and provisions requirements, which resulted in
noncompliance. The City did not have proper controls in place regarding the waiting list to
verify new tenants were placed into housing, based on approved policies.
Questioned Costs – Not applicable.
Context – The condition applies to special tests and provisions requirements as noted above.
One hundred-eighty of one hundred-eighty individuals added to the waiting list were not added
in accordance with the City’s policy. Twenty-four of twenty-four individuals placed into
housing from the waiting list were not placed in accordance with the City’s policy.
Cause – This was an oversight by city personnel.
Repeat Finding – This is a current year and prior year finding.
Effect – Noncompliance with the special tests and provisions requirements could be viewed as
a violation of the award agreement and result in tenants being placed into housing incorrectly
based on their rank on the waiting list.
Recommendation – We recommend that the City review its internal control procedures
relating to special tests and provisions requirements for all federal programs. The City should
verify compliance with federal special tests and provisions procedures, including the waiting
list to ensure tenants are being properly placed into housing.
View of Responsible Official and Planned Corrective Actions – The City agrees with the
finding. The City has separately issued a Corrective Action Plan related to this finding.

D. MINNESOTA LEGAL COMPLIANCE FINDINGS
None.
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City of South St. Paul

Finance

Corrective Action Plans and
Summary Schedule of Prior Audit Findings
Year Ended December 31, 2020

A. FINANCIAL STATEMENT FINDINGS
None.
B. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2020-001

Internal Control and Compliance With Special Tests and Provisions Requirements
Summary of Finding
Per testing, the City of South St. Paul (the City) did not have proper controls in place
regarding the waiting list to verify new tenants were placed into housing, based on
approved policies.
Corrective Action Plan
Actions Planned – The City has implemented new processes and procedures in 2021 and
has addressed this internal control and compliance finding to comply with the Uniform
Guidance in the future.
Official Responsible – The City’s Director of Economic and Community Development,
Ryan Garcia.
Planned Completion Date – December 31, 2021.
Disagreement With or Explanation of Finding – The City agrees with this finding.
Plan to Monitor – The City’s Finance Director, Clara Hilger, will ensure the new process
and procedures implemented address internal controls and procedures in this area for future
federal grant compliance.
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CITY OF SOUTH ST. PAUL
Corrective Action Plans and
Summary Schedule of Prior Audit Findings (continued)
Year Ended December 31, 2020

C. MINNESOTA LEGAL COMPLIANCE FINDINGS
None.
D. SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2019-001

Internal Control and Compliance With Federal Eligibility Requirements
Corrective action has been taken.

2019-002

Internal Control over Compliance With Federal Procurement, Suspension, and
Debarment Requirements
Corrective action has been taken.

2019-003

Internal Control and Compliance With Special Tests and Provisions Requirements
A current finding is listed in the report of the City as item 2020-001.

-2-

COUNCIL WORKSESSION REPORT

A

DATE: JUNE 14, 2021
DEPARTMENT: FINANCE & ADMINISTRATION
Prepared By: Clara Hilger & Joel Hanson
ADMINISTRATOR: JRH

2

AGENDA ITEM: 2022 Budget
DESIRED MEETING OUTCOMES: REVIEW 2021 GOAL POLICY REGARDING BUDGET PRIORITIES AND
DISCUSS 2022 BUDGET PROCESS AND FACTORS THAT WILL IMPACT THE 2022 LEVY

OVERVIEW:
One of our adopted goals from the 2021 Goal Setting Session was to establish a Policy on Budget
Priorities focused on needs versus wants. Attached to this memo is a draft policy for your consideration
that attempts to address this goal. The Council should review and modify as deemed appropriate.
The second part of this Agenda Item is to discuss the 2022 Budget process and some of the factors staff
believes will impact our levy for next year.
From a process standpoint, staff will be putting budgets together over the next few weeks. We
anticipate review by the Council at our first work session in August. In terms of the review process, we
are recommending we follow the approach taken the past couple of years whereby we will present the
draft budget and highlight the principal drivers/changes. Department heads will be present to answer
any questions you may have regarding their proposed budgets (versus having an individual presentation
from each department head). Based on your direction, staff will then revise the budget as needed. The
goal would be to have a preliminary levy ready for approval at our first meeting in September (we are
required to approve a preliminary levy by the end of September).
Here are a few of the factors that could impact the 2022 Levy:












All Union Contracts expire at the end of 2021.
Health Insurance Costs (We had a 0% increase for 2021 – that is not likely to occur in 2022)
Central Square and related Parks & Recreation Staffing, potential savings of up to $100,000
Amount of dedicated Capital Improvement Levy
Engineering Staffing versus Consultant Costs
Restoration of travel & conference costs that were cut as a result of the pandemic
2022 Election Costs
Library and potential transition to Dakota County
Proposed SMFD increase of $133,567
Programmed Debt Service Increase - $20,774, additional $125,717 for Airport Bonds
Anticipated increase in Workers’ Compensation rates

The Council should provide direction if they would like to see any modifications to this approach.
SOURCE OF FUNDS:
N/A

Budget Policy
Distinguishing “Wants” Versus “Needs”
Guiding Principles:
1. Before a new expenditure becomes part of the budget, the following factors should be considered and
weighed against competing interests:
•
•
•
•
•
•

Purpose of Expenditure
Justification (does the expenditure make us more efficient, address an unmet need of
significance, resolve an unexpected critical issue?)
Details of initial costs
Related incidental or on-going costs such as maintenance, preservation, capital reserves
Replacement Costs
For Major Budget Items, a cost/benefit analysis should be prepared

2. Consider expenditure “tails” when contemplating new or expanded programs, services, or facilities.
For example, while we may be able to develop a plan to fund a new facility; we also need to account
for the associated increase in operating expenses.
3. A well thought out Capital Budgeting Process is key to ensuring we are able to meet on-going needs of
the City. A team approach whereby the overall needs of the City versus individual departments
governs the process of setting priorities.
4. Generally, one-time money should be used on capital costs versus operating expenditures to avoid
larger levy impacts in the future. This would involve the use of projected surpluses, reserves, or
grants. An example of how a problem can be created would be a situation where we decide to use
$100,000 of reserves to “buy down the levy” in 2024. In 2025, we either need to use more reserves,
have $100,000 of expense reductions, or increase the levy by $100,000 over what 2025’s needs are to
keep us whole. This can make it difficult to achieve property tax stability.
5. We should remain true to our Capital Budgeting process in terms of prioritization of expenses, i.e., if
something is not in the capital budget, we need to ensure the unbudgeted expense has a higher priority
than other items in the budget or have an independent funding source before committing limited
resources to the acquisition. Without budget integrity, we could easily deplete Capital Project funding
that jeopardizes other needed improvements.
6. As a modifier to #5, we should be prepared to take advantage of unique opportunities when those
opportunities present themselves as an excellent value or they address a significant need that advances
a key focus of the City such as economic development or public safety. In terms of property
acquisitions, they should follow the identified needs of the Comprehensive Plan, approved
redevelopment programs, and the EDA’s Property Acquisition and Disposition Policy, especially if the
acquisition does not provide a significant market advantage.
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AGENDA ITEM: Request to use Kaposia Landing for the Slavic Experience Festival
DESIRED MEETING OUTCOMES: Discuss the Request for the Slavic Experience Festival proposed to

take Place at Kaposia landing on August 21st & 22nd

OVERVIEW:
We were approached by Ms. Aneta Toporowska Lennartson, Executive Director of the Slavic
Experience about hosting a new festival at Kaposia Landing. They were initially looking at a venue in
Minneapolis to accommodate 14,000 people. The Minneapolis Park Board did not approve that idea
apparently due to some of the other challenges currently being faced by the community. We became
their next choice.
The following link will provide you with their layout information. It appears to be well done, but there
are still a number of issues to be dealt with:
https://drive.google.com/drive/folders/1ppmtPKDn4f0Esi3Zs0wyU5o55qshB2he?usp=sharin
g
Based on the expected attendance of 14,000, staff rejected the request as it would overwhelm
Kaposia Landing and the surrounding area. I forward our position to Ms. Lennartson, and her
response indicated the event would be much smaller in SSP, but still a significant number of
people. That information is noted below:
Hello Mr. Hanson,
Thank you for reviewing the details and the high-level overview of the Event as presented.
We still would like the opportunity to meet in person to define all the specific points and processes.
We can't compare what was planned in Minneapolis to this new location.
Therefore, we ask you to reconsider an opportunity to meet in person to fully address your concerns.
Please see below our responses to each of the concerns raised in your previous email:
Hi Aneta:
Thank you for the detailed layout proposed for the 2021 Slavic Experience at Kaposia Landing. Staff
reviewed the information you provided in detail, and we came to the following conclusions:
• The event appears well organized based on the layouts provided.
Thank You. These are drafts of the proposed layout for the event.

•

Based on your Minneapolis application that anticipates attendance of 14,000, we believe that
number of people will overwhelm Kaposia Landing in terms of our inability to park the event,
concerns about only one access/exit point for vehicles, that we have not allowed parking on the
grass area south of the baseball field, we don’t believe enough parking exists in other areas of the
City to allow an effective shuttle system, and the intensity of the use will damage existing grass
surfaces in the ballfield wheel area of the complex.
The Event that was in development for Minneapolis many differences that will not work in South
Saint Paul. Many attendees that participated at another Polish Event will not travel the distance
to South Saint Paul. The more realistic number for attendee participation will be approximately
2000- 3000 per day throughout the day. To enhance the project attendance, Slavic Experience
would have to provide extensive shuttle services from the Twin Cities area. This is not in the
plans for 2021.
Our Operations Manager, Randy Dewitz of Fanfare Attractions, has extensive experience in
supporting Traffic Management plans, working with St. Paul Winter Carnival, Grand Old Day,
Irish Fair, etc.
A conversation with City Officials to identify concerns related to traffic, park maintenance,
pedestrian movement would be welcomed.

•

We think it would be a challenge to provide four officers for security given our staffing
compliment and their other duties.
We have worked with ASIA Security for many years. We would utilize Private with support of
most incidents that may occur and we can discuss what level of Officer involvement based on the
City's comfort level.

•

If we could resolve the above listed issues, we would still have logistical challenges such as trash
handling, clean-up during and after the event, restoration of damaged areas, and impacts to our
parks maintenance staff to name a few.
We have planned to use MVP (Multi-venue Productions), Doug Peterson. His Company has
provided all day-to-day clean-up services for Saint Paul Winter Carnival, Grand Old Day, Irish
Fair, TCF Bank Stadium, etc. He has worked with our Operations Manager for many years. We
would have clean-up services on site with additional trash/recycle totes along with dumpsters to
support a fully clean event throughout each day. A final clean would also be provided by MVP
once all equipment is off site.
A conversation on restoration would be welcomed. With high respect to your beautiful property,
it would be prudent of Slavic Experience to support any restoration required. We would like to
have an advance conversation to support your goals.

Staff is attempting to meet with the group at 3:00 p.m. Monday for further discussions that we will relay
to you at the Work Session that evening. Your input as to how you would like us to handle this request
would be appreciated.
SOURCE OF FUNDS:
N/A
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Agenda Item: Business Assistance Programs
Desired Outcomes:
•
•

Review the Business and Development Loan Program administered by the EDA
Discuss establishing a targeted financial assistance program for South St. Paul Businesses,
potentially focusing on North Concord Street Businesses

Discussion:
At the June 7 EDA Meeting, Commissioner Seaberg requested follow up discussion on the potential for
providing financial assistance to businesses located (or looking to locate) along the North Concord
Street corridor so that they can make investments in their properties. Obviously, the City has taken a
great interest in the enhancement of our signature street as evidenced by our collaborative investments
in public infrastructure and the ongoing zoning study. Enhancing our efforts along North Concord to
include opportunities to help businesses invest in property would show continued support for the
success of this corridor.
Taking a step back, the EDA has historically administered a business and development loan program
that it effectively “inherited” from the HRA. It makes sense to revisit this program in 2021, as it’s been
a few years since the EDA most recently discussed the program and we do have new
Commissioners/Council Members and a decidedly different economic and lending climate than even a
few years ago.
The City’s Business Revolving Loan Program has been in existence since the early 2000s and has
assisted at least 35 businesses since that time. Originally established and administered by the HRA, the
program is targeted at job creation and enhancement of the property tax base. The program is intended
to be a “supplement” – not replacement – for owner/investor equity and bank financing in a project. As
of June 2021, the loan fund has over $700,000 in cash and another $80,000 in receivables (although
about $10,000 is a severely delinquent loan with a defunct business entity). Currently, there is only one
current loan (with Quick Serv License Center). Frankly, as interest rates in the marketplace have
remained historically low for several years, this program has become less attractive to businesses and
developers.
The City’s loan fund itself can also be supplemented by additional funding through South St. Paul
Future, a non-profit organization created in the 1980s with the intention of reinvesting in commercial
and industrial businesses in South St. Paul. As of 2019, the SSP Future board expressed to Staff that
they would prefer that City Staff essentially implement the SSP Future program as an “add-on” to make
the City’s dollars go further.

Staff suggests that the EDA/Council consider how to re-package (or altogether scrap and redefine) the
existing loan fund so that these funds get out into the community more successfully. At Monday’s
meeting, at a minimum we’d like to discuss:
•

Do we want to target a specific industry or group of industries? Generally, the existing program
placed an emphasis on manufacturing and job creation in that sector. Are there other public
benefits besides manufacturing job creation that the program should support?

•

Do we want to target a specific geographic area?

•

Are there specific business activities we want the funds to support (or not support)? Are we
looking to help businesses invest in training? New or upgraded facilities? Façade
improvements? New equipment? Adding Jobs? Would specific activities be “prioritized”?

•

Commissioner Seaberg mentioned providing grants or forgivable loans – how should the
funding assistance be structured (historically it’s been a loan)? How does the EDA feel about
the concept of providing “free money” to businesses? Are there any other terms/parameters we
should explore to make the program enticing (deferments, zero-interest, interest-only, etc)?

•

Does the EDA want to dedicate levy dollars in the annual budget cycle to sustain and/or grow
the program over time?

•

How would the program be administered? Currently, the EDA Executive Director processes an
application and presents a recommendation to the EDA. Would the EDA be open to
establishment of a “Loan Review Committee” (potentially comprised of representatives from
local lending institutions or even the SSP Future Board) that would review and make
recommendations to the EDA?

Funding Sources and other fiscal considerations:
The Existing Loan Program is almost “reset”, having only two outstanding loans (at about $80,000
total) and over $710,000 in cash balance. South St. Paul Future has an estimated $250,000. Additional
discretionary funds within the EDA that have no program tied to them amount to approximately
$195,000. In short, there is almost $1,000,000 in existing “seed” money for a business assistance
program. The EDA could choose to sustain/grow this account by dedicating levy dollars in the annual
budget process.
Attachments:
Existing Loan Program Guidelines (Updated 2017)

Existing Business Loan Program Guidelines (2017)
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Agenda Item: Armour Gate Site Update
Desired Outcomes:
•
•
•

Provide an update on interest in the 450 Hardman Avenue Site
Generate consensus on approach to site, specifically gatehouse towers
Determine EDA’s preferred response to interest in property

Overview:
The EDA owns an approximately 3.9 Acre vacant property at the southwest corner of Armour Avenue
and Hardman Avenue North in the BridgePoint Business Park (see Orientation Map). This property is
comprised of two tax parcels and its unconventional configuration (it’s effectively a triangle) and the
presence of two large, abandoned gatehouse structures about midway through the Armour Avenue
frontage have served to somewhat confound development interest in the site. In recent years, the EDA
has periodically discussed this site and entertained concept proposals from Langer Development for an
office-warehouse facility that would seem to require removal of the abandoned gatehouse structures.
After the most recent round of deliberations in February 2021 generated a level of public interest
focusing on concern about removal of the abandoned gatehouses, Langer chose to step away from their
pursuit of developing this site and the Council was clearly not in consensus about “what to do” with the
abandoned gatehouse structures. In recent weeks, Staff has had discussions with two different
developers, with pretty significantly different development concepts, that are interested in the site. We
are seeking to re-engage the Council in discussion on the abandoned gatehouse structures and determine
what, if any, response is preferred to the current development interest.
The Armour Gates:
The 1918 brick and limestone towers mark the historic entry point to the Armour & Co. Meat Packing
Campus that provided decades of employment and economic activity to South St. Paul. They represent
virtually the last physical reminder of the industry that for the most part created and for a century
defined our City. In this regard, it is understandably important that we honor and protect that history.
However, the structures themselves are not significantly utilized by the community at large, or even the
business park community. They have not been effectively cared for by the HRA and now the EDA, and
are showing signs of deterioration. They appear as forgotten and misplaced relics within their current
context, and present a practical challenge to effectively improving the surrounding site to its highest
potential.
Staff is not suggesting that we should rush to discard these important and striking remnants of our
Industrial history. In early 2021, Staff asked Council to “eliminate” options from consideration and it
appears that the general consensus is that Demolition should be “off the table”. With this in mind, we’d
like to ask Council to discuss and arrive at consensus about how to approach the abandoned gatehouse
structures:

Condition
The first key question to discuss relates to exactly what physical presence the Community and Council
would define as a “success” when all is said and done with the abandoned gatehouse structures. The
current physical condition of the structures is generally fair to poor but deteriorating with time and
neglect. Staff would like to know where the Council is at on the following spectrum:
A. Retaining BOTH structures in exactly their current physical form (size, material, condition) is of
utmost importance. This is to say, one open-air structure and one structure (the gatehouse itself)
with a door and windows, effectively a small room.
B. Retaining JUST ONE of the structures is preferable, as it acknowledges the importance of
Armour’s and the meatpacking industry to the community.
o Retain the open-air structure
o Retain the gatehouse
C. Modifying BOTH of the structures should be the goal, to make them more practical for use and
conducive to development of the surrounding site.
D. REPLICATION of the structures is the preferred approach, at a smaller scale and of similar
materials.
Location
The second question to discuss relates to where the structures (whatever is agreed upon in terms of
“Condition”, above) should be located. Again, Staff would like to know where the Council is at on the
following spectrum:
A. The structures should be located in essentially the same location as they have stood for 103
years.
B. The structures should be relocated within the site currently owned by the EDA.
C. The structures should be relocated to a different location, presumably a public location.
Ownership
The final question to discuss relates to ongoing ownership (and with it, maintenance and upkeep) of the
structures.
A. The EDA should continue to own the structures. Currently the EDA is the owner of the Parcel,
and thereby the structures. In staff’s opinion, ownership and maintenance of historic relics is not
something our EDA is well-equipped to do.
B. Maybe semantics, but the City should assume ownership of the structures. Ongoing care and
maintenance of the structures would seem to fall more in the realm of Parks & Rec or Public
Works (if the structures and whatever site they are on is intended as a facility for passive public
recreation).
C. The private developer should own and maintain the structures after acquisition. Obviously
unless an agreement is very carefully crafted, this approach would not guarantee that the
structures remain in perpetuity. This would also presumably come at some cost to the EDA/City
(whether at the time of purchase or ongoing maintenance and permission to allow the public to
use the space).
D. The structures should be donated to an entity with a mission to preserve historic
structures/artifacts.

About the Current Development Interest:
Currently, there are three distinct parties with interest in the Site, albeit quite preliminary interest. Each
party is proposing pretty different “Industrial” concepts, which Staff would like to vet for feedback and
see which, if any, the EDA would prefer to pursue.
Langer Development
The EDA will recall that Langer has engaged Staff, on and off, over the past 24 months to explore the
potential of developing the site as an office/warehouse building, subdivided as condominiums for sale
to individual small businesses. This developer has successfully delivered a similar product type in
South St. Paul in the past, and believes that the market is ripe for more of this product type. Langer has
resolved that to make the project economically viable, a building of about 45,000 SF would be needed.
As the EDA will recall, the developer has determined that removal of the entry gate monuments is most
likely necessary to make the building economically viable for their model and expectations. This
particular issue became a flashpoint earlier this year, and the developer has cooled off since then, but
remains interested in pursuing this approach if the gatehouse structure issue can find some conclusion.
Staff estimates that the project as envisioned by Langer could accommodate between 45 – 75 jobs, add
about $4,500,000 to the City’s property tax base and generate an additional $132,000 in additional
annual property tax.
Cobra Holdings
Cobra Holdings has recently approached Staff with interest in the site for the development of a multistory self-storage facility. While very preliminary, their concept calls for a two-level facility at 30,000
square feet per floor. This concept at this early stage would appear to require removal of the abandoned
gatehouse structures from their current location on the site. The developer has expressed that the
building would be of “high quality” and understands the City’s design standards for Industrial sites and
buildings and would endeavor to meet them (they are the developers of Cobra Transportation at 235
Hardman Avenue South). The use is a Conditional Use in the I-1 District. Staff estimates that the
project as envisioned by Cobra would accommodate between 3 – 10 jobs, add about $2,700,000 to the
City’s property tax base and generate an additional $60,000 in additional annual property tax.
AVM Group LLC
Also in a very early stage is interest from AVM Group LLC (the developer of 121 Hardman Court) for
a 35,000 square foot multi-tenant office-warehouse building anchored by a printing company (they need
about 20,000 SF). At this stage, the developer has not conducted enough diligence to determine whether
their concept can be developed with the gatehouse structures left in place, although they have indicated
that would be their preference. Staff estimates that the project as envisioned by AVM would
accommodate between 25 - 50 jobs, add about $2,000,000 to the City’s property tax base and generate
an additional $70,000 in additional annual property tax.
Summary:
The vacant industrial property at 450 Hardman Avenue South continues to draw development interest.
Staff understands and appreciates the need to consider the public’s sensitivity and sentiment towards the
Armour Gatehouse structures, which ranges from “tear them down” to “retain them and develop an
elaborate plaza around them” and everything in between. Staff’s opinion is that resolution of the fate of
the gatehouse structures is needed in order to determine how to position the site for future development,
or for enhanced public use.

Site/Orientation Map
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Agenda Item: 380 Airport Road Update
Desired Outcomes:
•
•
•

Update Council on interest in City-owned building at 380 Airport Road
Discuss seemingly universal “barriers” to leasing or selling the building
Determine next steps

Overview:
As the Council is aware, the City owns a 21,000 square foot industrial building at the northeast corner
of the South St. Paul Municipal Airport/Fleming Field, 380 Airport Road. The building was constructed
by the South St. Paul HRA in 2008 for BRS Aerospace, and purchased from the HRA by the City in
2018. BRS was the sole tenant in the building from 2008 – September 2020. The building has been
vacant since the City agreed to terminate BRS’ lease and has been listed for sale or lease with Langer
Real Estate Services since then. We have had several showings and two legitimate (but ultimately
withdrawn) offers to purchase, and several false starts. Currently, we have an open proposal for the
lease of the building and are expecting an offer to purchase the building. Before we review the active
interest, Staff would like to discuss some “recurring themes” that we finding to consistently present
roadblocks to getting a deal done at the building.
Unique Challenges:
380 Airport Road lies at the northeast corner of the Airport property and is flanked to the west and
south by Hangars 5 & 6, respectively. While the building is generally in very good condition, there are
several challenges that have emerged pretty consistently in negotiations with potential buyers or
tenants, highlighted below. We hope to engage the Council in a discussion of these issues and begin
thinking about whether and how we want to either solve or work around them.
Commercial Vehicle Access
380 Airport Road has a single, 8’ x 10’ overhead garage door in the southeast corner of the building
(oriented N-S). There are no other service doors or truck access points on the building. This is by far the
single-most talked about issue with interested prospects. All potential users (again, this is an industrial
warehouse/office building) have commented that at least one larger drive-in door will be needed.
Several potential users have commented that dock access (which would require significant site grading
and reshaping) will be needed to accommodate their business. Put simply, this is an industrial building
that virtually no industrial user can consider “move-in ready” due to the lack of commercial vehicle
access.
Taxiway/Apron Access
Unlike every other building on Airport Property, 380 Airport Road does not currently have the benefit
of being able to access (with aircraft) the South St. Paul Municipal Airport. This condition is limiting
for most “aviation” related users. Considering the location of Hangars 5 & 6 in relation to the building,

it may actually be impossible to address this condition due to the lack of adequate clearance between
the two buildings to fit most assembled aircrafts’ wingspans.
Deed Restriction on Sale
The property that is today 380 Airport Road was originally the site of barracks facilities functionally
and physically tied to Airport operations. The property was conveyed to the City of South St. Paul via
Quitclaim from the U.S. Government in 1950 as part of the massive Fleming Field Airport Complex.
As such, the underlying deed establishes (Staff’s emphasis added) that “no property” transferred by the
Deed can be “used, leased, sold, salvaged, or disposed of” by the City “without the written consent of
the Civil Aeronautics Administrator. Furthermore, the Deed establishes that such consent can only be
granted if the administrator finds that such disposition for “other than airport purposes” will not
“materially and adversely affect the development, improvement, operation or maintenance of the
airport”. Historically, it appears that this has been interpreted as a clear restriction against the City ever
trying to sell any land within the airport (380 Airport Road included), but frankly Staff’s current
interpretation is that this Deed pretty well lays out the process by which we could at least petition for
the ability to sell the property. Staff (Andrew in particular) is working our way through the chain of
command to try and get a better handle on this issue.
Land Lease and Personal Property Tax
Very much related to the above point, the established model for private uses on airport property is to
have a Land Lease with any owner-occupant (or tenant-occupant) in a building on Airport Property.
Again, 380 Airport Road is unique, not only in that it is pretty much NOT an “airport building” due to
the lack of access to the airport facilities, but also because it sits on a property over an acre in size. As
such, the land lease if going “by the book” would amount to more than $27,000 per year in land lease
payments. On top of that, if the building is sold without the land, the new owner of the building would
be on the hook for personal property tax payments to Dakota County. While we haven’t been able to
pin down with Dakota County what that number would be, a best estimate on this based on other
facilities at the airport indicate property tax payments could range anywhere from $18,000 to $25,000
per year. Cumulatively, Land Lease plus tax payments of $50,000 for this building are points of pretty
significant concern with any parties thinking about a purchase of 380 Airport Road.
About the Current Interest:
Currently, there are two open conversations with parties interested in the Site. Staff would like to vet
for feedback and see which, if either, the Council would prefer to pursue further.
Turf Intelligence LLC
Staff has received a lease proposal from Turf Intelligence LLC, who is proposing to relocate their lawn
care company from Oakdale to the building: https://www.biolawnorganics.com/about. Obviously, this
is neither a manufacturing nor airport-related use, but the use would be generally consistent with the
Industrial Zoning District (which is the zoning district it is in). The business would use it as a home
base for their operations but requires modifications to the building to accommodate a “drive through”
orientation for their fleet of service vehicles. Key provisions of their proposal:
•
•
•
•

10-year term with option to convert to 15-year after 60 months
Rent schedule (see attached) that would cover (and then some) City’s debt on building by year 3
Security deposit equivalent to one month’s rent
5 months rent-free. Staff Note:

•

•
•

City to construct two (2) 14’ x 10’ drive in doors on south side, one (1) 14’ x 10’ drive in door
on north side. Staff Note: while we don’t have detailed estimates, we did consult the architect
who designed this building in 2008 for a “ballpark” figure to make the modifications requested.
This is estimated to be an expense of between $90,000 – $120,000 for the building
modifications.
City to design/build new curb cut on Airport Road, (Staff Note) estimated at $25,000 - $30,000.
City to provide $10,000 allowance for utility upgrades

Staff would suggest that this offer has some strong points (length of term and lease schedule in
particular) but introduces some very significant upfront (unbudgeted) expense for the City. If we’re
interested in leasing to this user then we should counter the following deal points:
•
•
•

Security Deposit equal to two months rent
2 months rent-free
No $10,000 allowance for utility upgrades. Any utility or other code/mechanical upgrades at
tenant’s expense.

WSI Sports
Staff has had ongoing back and forth with WSI Sports (https://wsisports.com/) about relocating their
operations from leased space in Eagan to 380 Airport Road. WSI is a specialty manufacturer of
performance-based clothing for the athletics industry. WSI is interested in purchasing the property
(building + LAND) and have suggested that they’ll be presenting us with an offer to purchase. They
would use the facility for manufacturing, warehousing, office, and a small retail component. Although
WSI is interested in the building, there are two critical drawbacks to the building that may motivate
them to turn away. First, WSI is generally only interested in purchase if that purchase includes the real
estate (land included). Second, WSI has identified that the lack of a loading dock is a critical flaw with
the building. A preliminary contractor’s estimate indicates an estimated cost of $200,000 - $250,000 to
modify the site and building such that a loading dock could be added. KOMA Architects (who
originally designed and engineered the building) question if dock access is even physically feasible
given the limitations of the site, but agree that this would be an extremely costly endeavor if possible.
It is likely that if WSI chooses to present us with an offer to purchase, said offer will be significantly
less than the $1,150,000 asking price we’ve established for the building due to their business needing to
invest immediately in the installation of a loading dock.
An Alternative – Public Use?
In recent months, there has been much public discussion about the need for new or expanded facilities
for a number of public purposes. Might 380 Airport Road be a good candidate for conversion to a
public use, such as a fitness facility (with gymnasium) / Parks & Rec (and other City) office(s)? Or
Public Works offices and maintenance garage? Police Station? First Responder Training Center?
Admittedly, none of these concepts have been through any level of analysis, but perhaps a deeper look
at City facility needs and how this building might fit in is a worthwhile effort?
Next Steps:
Staff is seeking Council direction on how to proceed with the 380 Airport Road Property. Specifically,
we’d like Council’s input on:
•

Does the Council believe that we should invest where necessary to address the building’s
presumed deficiencies (identified in the “Unique Challenges” section of this report)?

•

•
•
•

The Turf Intelligence proposal involves significant upfront costs to the City. Staff estimates that
between the installation of three drive in doors, a new driveway/curb cut on Airport Road, and
real estate commissions we are looking at $175,000 at minimum. That said, a 10-year leasing
commitment with annual escalators, with possibility of 15-years, is attractive.
WSI Sports is an interesting prospect, but staff’s concern is that their offer to purchase will
come in well below asking price and quite possibly be less than the amount needed to cover the
City’s debt on the building (a little under $800,000).
Does the Council have a strong feeling about either of these prospects? Would Council prefer
that we “walk away” from either of these proposals for any reason?
Should we terminate the listing agreement with Langer? The Agreement is set to expire at the
end of June and would automatically renew on a month-to-month basis unless we terminate the
agreement.

Funding Sources and other fiscal considerations:
The City continues to have more than $118,000 in annual debt obligations related to the financing of
our acquisition of this building from the HRA. The bonds can be called no sooner than 2025, and will
be paid off in 2028. Without income (rent or sale proceeds), the City will need to identify alternative
sources of funding to continue to pay these obligations.
If the Council believes it is in the City’s best interest to invest in retrofits to the building (larger or
additional drive-in doors, loading dock), a funding source would need to be identified as this expense is
not listed in the City’s CIP.
If the property is sold or leased through a brokered agreement (Langer Real Estate Services is
marketing the property on our behalf), real estate commissions will be due to the broker.

Site/Orientation Map
N
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ADMINISTRATOR: JRH
AGENDA ITEM: Discussion on Proposed Auto Repair Business at 1019 Concord Street North (Former South Park
Corporation Building)
DESIRED OUTCOMES:
•
•
•

Discuss proposal to convert the subject property into an auto repair operation.
Discuss status of North Concord Mixed Use zoning district update and how it relates to the proposal.
Discuss potential required site improvements if the business is granted a Conditional Use Permit to
operate.

OVERVIEW:
Background
South Park Corporation, a fire truck equipment manufacturing company, has been located at 1019 Concord
Street North for many decades. This property was rezoned “North Concord Mixed Use (NCMU)” in 2004
which meant the business became a “grandfathered” lawful nonconforming use since manufacturing is not an
allowed use in the NCMU district. South Park Corporation is relocating to a new facility and will soon be
vacating their facility on North Concord. They have placed the property on the market and are seeking an
interested buyer.
South Park Corporation currently has an unusual site setup in that their operation utilizes two pieces of land that
are not adjacent and are separated by a building that they do not own, the “1009 Hall”:
•

South Park Corporation owns a roughly 10,000 sq. ft. property on the north side of the 1009 Hall. This is
where their building is located along with a very small paved area.

•

South Park Corporation owns a roughly 6,600 sq. ft. property on the south side of the 1009 Hall, at the
northwest corner of Concord Street and Brant Avenue. In 1984, the City approved a variance for a
building addition which had a condition of approval that required South Park to develop a parking
facility for at least 8 vehicles. They purchased this vacant land and built a surface parking lot there.

The City is in receipt of a partial development application from “Diara Auto Repair, LLC.” They are seeking a
Conditional Use Permit to turn 1019 Concord Street North into an auto repair facility which, as proposed,
would include also include some light auto body work and a small painting booth. The development application
is currently “incomplete” as it does not include building plans or a site plan/parking lot striping plan.
Is Auto Repair an Allowed Use in the NCMU Zoning District?
The North Concord Mixed Use (NCMU) zoning district allows the following use with a Conditional Use
Permit:
“Automotive repair (with no exterior storage of vehicles in an obvious state of disrepair and disassembly,
unlicensed vehicles, and automotive parts, accessories, and equipment).”
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The Zoning Code’s definitions section has the following definition for automobile repair:
Automobile repair means the replacement of any part or repair of any part which does not require the removal
of the engine head or pan, engine, transmission, or differential, incidental body and fender work, and minor
painting and upholstering service when said service is applied to passenger automobiles and trucks not in excess
of 7,000 pounds gross vehicle weight.
North Concord Mixed Use (NCMU) Zoning District Status
The existing NCMU zoning rules, which have been in place since 2004, were created by copying the zoning
rules that the City already had in place on Concord Exchange. The rules are very strict and require all new
buildings and significant building expansions to follow a set of architectural and site design requirements. With
new construction, surface parking lots are not allowed within 50 feet of any intersection and all street corners
are supposed to have buildings on them. The existing corner parking lot is “grandfathered.” All surface parking
lots that are adjacent to a public sidewalk must be screened with a decorative wall, railing, hedge, or
combination of those elements. The existing corner parking lot is not screened in any way.
The City is currently undertaking a major zoning project and is reviewing the North Concord Mixed Use zoning
district. The design requirements are being completely rewritten and the list of allowed uses is likely going to be
modified. The project kicked off in March and is scheduled to be completed by October 2021. More
information about the project can be found on the project website: https://www.southstpaul.org/809/NorthConcord-Mixed-Use-Zoning-DistrictSite and Building Plans
The City requires Conditional Use Permit applications to include a site plan which shows how the property is
going to be used. For an auto-centric use like automobile repair, one of the most important parts of the site plan
is a striping plan which shows how the parking lot will function, demonstrates compliance with ADA
requirements, and demonstrates that cars can use the parking facilities safely in a way that will not cause
conflicts with pedestrians using the public sidewalks.
The Applicant has not yet submitted a proposed site plan or striping plan. For the purposes of discussion, they
have submitted a site plan that South Park Corporation developed back in 1984 that showed one potential
configuration of the parking areas. It is unclear whether this striping was ever implemented and, in any case, the
parking areas are not striped today and do not function the way that is shown in the 1984 plan. A dumpster
enclosure has been built which obstructs a portion of the small parking lot directly in front of the building.
DIRECTION NEEDED
As previously mentioned, the Applicant has turned in an incomplete development application which does not
include a site plan or building usage plan. The Applicant has indicated that they do not want to move forward
with undertaking extensive design work without understanding whether the City Council is generally supportive
of their project. They want to understand what types of “site improvement” conditions might be attached to their
Conditional Use Permit if it is granted so they can anticipate costs.
When the City reviews a Conditional Use Permit, there is an opportunity to attach “reasonable conditions” to
the business operation which can potentially include requiring upgrades to the site. When a property has zoning
nonconformities, a City may require some of these nonconformities to be corrected as CUP conditions of
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approval. This is “case by case” and typically depends on how intense the proposed use is, whether there is a
major change of use, how severe the nonconformities are, and what the total cost of the improvements might be.
Staff’s understanding is that development projects that involve “grandfathered” properties with significant
zoning nonconformities are often brought to a City Council Worksession meeting for an informal design
discussion prior to the City Council formally reviewing the project at a regular meeting. Staff is hoping that the
City Council will specifically weigh in on:
1. Is the City Council still generally supportive of auto repair businesses moving to North Concord? Auto
repair is allowed under the current NCMU zoning rules and there is no active plan to remove that use
from the list of allowed uses during the NCMU code update project.
2. Is the City Council supportive of the idea of “light auto body work” and a “small paint booth” at the
proposed repair facility? The City Code allows auto body repair and painting as part of an auto repair
operation only when they are “incidental” and/or “minor” and it may be helpful to have the City
Council weigh in on what they believe those terms to mean.
3. If the CUP is granted, Staff believes that the corner parking lot should be upgraded to provide screening
for the two public sidewalks. Staff is looking for Council feedback regarding how strict this condition
should be and whether a certain type or quality of material (such as a masonry wall) should be required.
4. Are there any other specific site improvement conditions (such as landscaping or façade improvements)
that should be explored as this application goes through the formal review process with the Planning
Commission and City Council?
Any comments generated during this Worksession discussion are informal and nonbinding and are intended to
assist the Applicant in planning out their project. The City Council still reserves the right to generate additional
conditions to the approval after receiving input from the Planning Commission and the community following
the formal public hearing.
ATTACHMENTS
ABCDEF-

Site Location Map
Site Photographs
Existing North Concord Mixed-Use Zoning District Site Design Standards
Examples of Screened Parking Lots on Street Corners
Narrative from Diara Auto Repair Regarding Proposed Business
South Park Corporation’s 1984 Proposed Site Plan

ATTACHMENT A
SITE LOCATION MAP

ATTACHMENT B
SITE PHOTOGRAPHS

Photographs of Surface Parking Lot on Corner Parcel

Photograph of South Park Corporation Building on Northern Parcel

Aerial Photograph Showing Both Parcels and 1009 Hall Between Them

ATTACHMENT C
EXISTING NORTH CONCORD MIXED USE ZONING DISTRICT SITE DESIGN REQUIREMENTS

ATTACHMENT D
EXAMPLES OF SCREENED PARKING LOTS ON STREET CORNERS

Masonry Wall Screening the Parking Lot of Nipp’s Auto on Southview Boulevard

Masonry Wall Screening the Parking Lot of Black Sheep Coffee on Southview Boulevard

Aluminum Decorative Fence and Landscaping at Groveland Tap in Saint Paul, MN

Aluminum Decorative Fence Without Landscaping at Main Street Square in Anoka, MN

ATTACHMENT E
NARRATIVE FROM DIARA AUTO REPAIR REGARDING PROPOSED BUSINESS

05/28/2021

Type of business/activity: Diara Auto Repair/Auto Body is a small auto repair shop located in
South Minneapolis.
We have operated at this location for over 5 years without any violation of the city codes or
any issue with the neighbors.
Most of our clients are from the Twin cities and surrounding area.
We fix only two to three cars at any giving time, and we do not accept any automobile that
needs to be stored on site.
We fix only small personal cars or trucks; we do not work on any large commercial vehicles.
The excess space in the building will be used to keep extra cars, mostly during the cold
weather while we wait for necessary parts, if that be the case.
The extra parking lot at the corner of Bryant Avenue and Concord street will be used as
overflow for employees and client parking during business hours.
Currently, whenever the situation arises, we tried to make sure that all extra vehicles are
stored inside the building overnight.
Expected activities on the site: Auto Repair & Auto Body work
Number of employees: 3(three)
Number of anticipated customers at any one time: Maximum 3(three)
Hours of operation: Monday: Friday

9 am until 5 pm.

Saturday 9 am until 1 pm.
Sunday Closed.

ATTACHMENT F
SOUTH PARK CORPORATION'S 1984 PROPOSED SITE PLAN (STRIPING NOT COMPLETED)
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AGENDA ITEM: 2022 Bonding Priorities
DESIRED MEETING OUTCOMES:
PROCESS

REVIEW PRIORITIES AND PROVIDE DIRECTION FOR APPLICATION

OVERVIEW:
In past discussions, the Council established the following priorities for 2022 State Bonding requests:
1. Hardman Triangle
2. Library
3. Public Works/Fire Department Facility
Since establishing that list, some conditions have changed, and Staff wanted to revisit the priorities to
ensure we are pursuing the right projects. The changes to discuss are as follows:
♦ Ryan Garcia has already updated you on the Hardman Triangle approach. Based upon that
information, this item will be removed from our priority list for Bond Funding (still will be
seeking Equity Funding or a General Fund appropriation from the State).
♦ Dakota County has added funding for a new SSP Library to their 2022 Legislative priorities. It
would be appropriate for us to pass a resolution of support and designate it as a high (top???)
priority for 2022 funding as part of the State’s Bonding program.
♦ A combined Public Works/Fire facility may not make sense for South Metro Fire Department
depending on the location. Staff is exploring other options to make this a more “regional”
facility to improve the chances for funding. Another option to improve funding is providing a
50% local match. While not required, it was strongly encouraged by the Commission of Finance
to make it into the Governor’s proposed program.
♦ Another option is to address City Hall deficiencies. A complete roof replacement has been
recommended for the apparatus bays in the Fire Station. We also had a number of other
improvements that were discussed in Wold Architect’s reports that we have previously
discussed. We are still awaiting better cost estimates, but this may merit further discussion.
♦ Replacement of our two, outdated pools could be another option. An outdoor aquatic facility
will likely be more practical from both a “cost to construct” and a “cost to operate” standpoint.
However, we are lacking any meaningful citizen participation, design options, and cost
estimates. Plus, the 50% match factor could prove challenging.
♦ Restoration of the 1927 Library was another option that was discussed. The challenge with this
option is the lack of a solid restoration plan (that would likely be impacted by the proposed use)
and solid cost estimates. It might also make the County’s request for Library Funding if the
State factored the two requests together, i.e., the project gets even larger than the $8.3 million.
♦ Replacement of the Kaposia Park pavilion is another option. But again, we lack a solid plan,
cost estimates, and a match.

♦ Woog Arena could be another option to deal with the dehumidification issue for Rink #1,
Boards/Floor in both rinks, Roof over Rink #2, and bleacher upgrades in Rink #1 are just some
of our needs. These items could total over $3.5 million.
Applications for 2022 State Bonding are due by June 18th. Therefore, we wanted to give the Council
one more crack at this listing before we finalize any applications. Your direction as to how we should
proceed would be appreciated.
SOURCE OF FUNDS: ???

