MINUTES
OF THE SPECIAL MEETING OF THE
EDINA CITY COUNCIL HELD AT CITY HALL
ON DECEMBER 5, 2005 AT 5:00 P.M.

ROLLCALL Answering rollcall were Members Housh, Hulbert, Masica, Swenson and
Mayor Hovland.

TRUTH IN TAXATION PUBLIC HEARING HELD FOR PROPOSED 2006 CITY
BUDGET Pursuant to published notice given, the Edina City Council conducted a
public hearing on the proposed property tax increase in the 2006 Budget for the City of
Edina, as mandated by Chapter 375, Laws of Minnesota 1993.

Mayor Hovland stated the purpose of the Truth in Taxation hearing would focus on the
proposed 2006 City of Edina Budget. The budget review would relate to the monies'
source and how they would be expended on the various functions and services of the
City. Residents with questions relating to the valuation placed on their homes should
plan to appear at the Board of Review in April of 2006.

Manager Hughes noted this was the second step in the budget adoption process. The
Council, in September, adopted a maximum levy and later in December will adopt the
actual budget and levy. Mr. Hughes reviewed the 2006 proposed expenditures of
$27,041,089. He explained this would be an increase of $1,808,793 or approximately
7.17%. Mr. Hughes noted that $420,205 of the increase was due to the first year’s debt
service on the bonds issued to finance construction of gymnasiums, adding that without
the new debt service, expenditures in the General Fund would increase 5.43%. Mr.
Hughes said the City’s tax revenues must increase $1,227,602 or 6.46% from 2005 to
support the proposed expenditures.

Mr. Hughes noted the increases in the City’s expenditures fell into three areas:

» Personnel costs with a three percent increase in salaries; increases in the
City’s contribution to PERA of approximately 13% or $110,000; and one
new position of a building inspector;

= Energy costs increased which affects more than just gas and oil used as
fuel, but also petroleum based products such as asphalt;

= Capital Improvement costs with the first year of the gymnasium bond
debt service levy of $420,000

Public Comment
No one appeared to comment.

Member Masica made a motion to close the Truth in Taxation Hearing. Member
Swenson seconded the motion.

Ayes: Housh, Hulbert, Masica, Swenson, Hovland

Motion carried.
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Member Masica asked staff to review the percentage each jurisdiction receives from
property tax dollars. Mr. Hughes replied that the City of Edina receives 22% of the
property tax bill, with 32% going to local schools, 38% to Hennepin County and 8% to
other taxing entities.

Member Hulbert asked how each jurisdiction calculates the monies they require for
operating their entity. Mr. Hughes explained that statutes guides the way each
jurisdiction may tax. Each entity must derive a proposed budget, next they must adopt
a “not to be exceeded” levy in early fall which is used to generate the preliminary tax
notices, then all jurisdiction hold individual Truth in Taxation hearings to allow citizen
input, and finally each entity adopts their final budget which the county uses to prepare
property tax statements.

Member Housh commented that before 2001 when the state took over 85% of the
funding of public schools, the school districts took a much larger share of each property
tax dollar generated. Mr. Hughes agreed adding that districts may hold “excess levy”
referendums which allow them to raise additional operating revenues for their districts.

There being no further business on the Council Agenda, the Mayor adjourned the
meeting at 5:30 p.m.

City Clerk
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