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FARMINGTON’S PROUD PAST...

In 1856, James C. Dow, editor of the Dakota Weekly Journal, a territorial newspaper published
in Hastings Minnesota, wrote this about Farmington: “Farmington is situated on the Vermillion
River, about 15 miles from Hastings. This place is rightly named, for it looks like a village of
farms. Good soil, good water, good timber and intelligent citizens is their wealth.”

The City of Farmington, named after Farmington, New York, is one of Dakota County’s oldest
communities and was on the map before Minnesota became a state. Pioneer families from New
York were the initial settlers. Later, Civil War veterans moved to the community to become the
merchants, manufacturers, doctors, lawyers and educators providing goods and services to the
town.

This “village of farms” was platted in 1864. A business district, with a railroad depot to serve its
needs, was constructed a year later. Schools, churches, and community organizations were
established to meet the needs of an increasing population. Farmington would rival Hastings in
size and influence, becoming the county’s western business center. More than once, Farmington
contended with Hastings to be the county seat.

In 1872, Farmington became the second community in the County to incorporate. The village
charter, its rules and regulations, expressed the community’s norms and Farmington developed
its own personality and traditions.
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2009 City Budget Highlights

The 2009 tax levy for all purposes is $9,313,415 representing an increase of $443,496 or 5.0% over the 2008 levy
of $8,869,919. The increase will fund an additional $289,856 debt levy requirement and $153,640 towards
General Fund operations. The proposed tax levy results in a 2009 tax capacity rate of 44.166% compared to the
2008 tax capacity rate of 43.78%.

The City’s levy limit for 2009 is $9,730,972.
General Fund 2009 revenues are estimated at $9,128,757 with 79% of those revenues from property taxes.

Dakota County estimates reflect an increase in the 2009 gross tax capacity of 2.09%. All the increase is due to
new construction because without it, a 1.0% valuation decrease to existing property would occur. Total Market
value of all properties in the City now exceeds $1.80 Billion.

General Fund operating expenditures reflected in the adopted budget (including transfers) for 2009 total
$9,128,757; an increase of 0.7% over 2008 adopted budget expenditures. However, the 2008 budget was revised
mid year and the 2009 proposed budget reflects a 2.9% increase over that revised budget.

Proposed General Fund expenditures include $54,000 of Capital outlay items; two replacement squad cars.

The 2009 General Fund expenditure budget includes a School Resource Officer for the last third of 2009 (which
corresponds to the opening of the new High School). The SRO position is offset by revenues received from the
School District and in a cost cutting move, the position vacancy which occurs due to this position upgrade will not
be filled until 2010. The adopted budget also includes a reduction to the Recreation division staff of 1.0 FTE to

reduce expenditures.

Over the last two years, the following positions have either been eliminated or not filled to reduce expenditures:
(2) Building Inspectors, Community Development Director, Assistant City Engineer and Administrative support
for HR and Fire. Furthermore, due to the economic downturn since 2006, the City’s General fund revenues have
been reduced by over a million dollars in lost building permit revenues. Tax levy dollars have replaced some of
the lost revenues that could not be offset by expense reductions.

For 2009, the debt levy as a percentage of the total levy is 23.5%; Council’s goal is a debt levy less than 25% of
the total annual levy. Debt service requirements for 2009 total $2,190,616 and include the following:

Wastewater treatment bonds 1995 $60,000
Public Project revenue bonds 2001A 300,000
Improvement bonds of 2003A 247,708
Refunding bonds of 2004A 15,288
Improvement bonds of 2005B 200,000
CIP bond 2005C 136,395
Improvement bonds of 2006A 21,400
Public safety revenue bonds 2007 60,112
CIP bond 2007A 644,113
Equipment certificate 2004C 338,400

Equipment certificate 2005D 167,200
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City of Farmington
430 Third Street
Farmington, Minnesota
651.280.6800 - Fax 651.280.6899

www.ci.farmington.mn.us

December 31, 2008

Honorable Mayor and Members of the City Council
City of Farmington, Minnesota

Mayor and Council:

Submitted herewith are the 2008 Revised and the 2009 Adopted Budget. The information
contained in this document is presented to provide the citizens of Farmington, their elected
officials, City staff and other interested parties the community benefits received from
expenditures of tax dollars and other revenue sources and to set forth a work plan for the coming
year. The budget document includes departmental performance indicators as well as
departmental goals and objectives. This budget addresses short term (1 year) and long term (2-5
years) financing issues. These issues include, but are not limited to, municipal service levels, the
City’s organizational structure, the planning and budget process, the City’s financial policies and
the impact of the tax levy on Farmington’s citizens.

On the following pages, the 2009 Budget is presented in detail. The budget document includes
the prior two years’ historical activity and revisions to the 2008 budget. The document is
intended to provide information that will assist the reader in determining if the proposed
expenditures meet the Council’s response to residents’ and business’s public service requests and
demands. The budget document represents the City’s financial roadmap and should be used by
the reader as a financial management plan, an operations guide, a communication tool and finally
as a mechanism that relates public policy decisions to tangible public service activities.

Overview

Since 1997, the City has followed a financial Performa which called for an increase to the levy of
roughly 10% each year to fund the services necessary for the community, which had literally
doubled in size from 1990 to 2000 and continued to grow by almost 20% per year after 2000.
The guiding principle was to grow the annual levy by less than the growth in the tax base, in
order to fund services necessary to the growing community but not increase the property tax to
the residents by more than the increase in the value of their property.



The following chart reflects the percentage of levy, tax base and general fund budget growth
each year:
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With the exception of 2002, the City has been fairly consistent in achieving its goal of a levy
increase equal to or less than the percentage growth in the tax base. 2002 was the year that Local
Government Aid (LGA) was eliminated and the City levied additional taxes to compensate for
the loss of 10% of the General Fund budget.

For the 2009 budget preparation cycle, Council maintained their goals of a levy increase to meet
required debt service obligations, fund capital acquisition through the tax levy — not new debt -
and to increase General Fund revenues from the property tax by 10% or less. The 2009 tax levy
of $9,313,415 represents a $443,496 or 5.0% increase over the 2008 levy. The increase includes
$289.856 for additional debt service payments and $153,640 for General Fund operations (of
which $54,000 is vehicles).

The 5.0% increase to the levy corresponds to a 0.98% increase in the City’s tax base for 2009.
Dakota County estimates reflect an increase in the 2009 gross tax capacity of 2.01%; 3.09% due
to new construction and -1.0% due to valuation decreases to existing property. ~ The 2009 net
tax capacity however shows growth of 0.98% due to the increase in fiscal disparity contribution.

In accordance with State Statute, the proposed 2009 tax levy was adopted by the City Council on
September 15, 2008. Property tax supported funds (General Fund, Debt Service Funds, Capital
Acquisition Fund) as well as other operating funds presented as Special Revenue, Capital
Project, Enterprise and Internal Service Funds are included in the budget document. After a
required Truth in Taxation hearing on December 1, 2008, the final tax levy and budget for 2009
were adopted on December 15, 2008.

The 2009 Budget reports 2006 and 2007 performance, reviews 2008 and establishes 2009 goals.
Performance measures are detailed throughout the individual department’s operating budgets.
This provides the City Council and residents with a picture of how departments are delivering
recurring service levels while making service improvements. This presentation gives citizens
insight into how efficient and effective City services are.
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All performance measures and fiscal impacts are directly related to the goals set by the City
Council at a workshop in 2005. These goals support the City of Farmington’s mission, stated as:

Through teamwork and cooperation, the City of Farmington provides quality services
that preserve our proud past and foster a promising future.

The following values statements further guide of the actions and decisions made by the City
Council and City staff:

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

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

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

We believe that open and honest communication is essential for an informed and
involved citizenry and to foster a positive working environment for employees.

We believe that the public is best served when departments and employees work
cooperatively as a team rather than at cross-purposes.

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

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

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

The budget is consistent with the City’s mission and values statements and follows the following
adopted goals.

1. To stimulate and promote increased industrial and commercial development and
redevelopment.

To address the City’s transportation issues.

To continually work on maintaining good communication with the public (being
honest and realistic).

To improve the City’s municipal buildings.

To improve communication and collaboration with other public jurisdictions.

To continue to provide a positive work environment for employees.

To improve internal communication and teamwork.

To promote and maintain citizen involvement and volunteerism.
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Individual department compliance with the City’s overall goals and objectives is outlined in the
department’s activities and processes narrative. While staff has prepared this budget, it is the
City Council’s responsibility to determine whether the proposed plan meets their expectations
and those of our residents and taxpayers.



The Budget Framework

As previously stated, this budget document is more than just a collection of financial data. In
addition to the financial data contained herein, it includes information on the City organization,
descriptions of programs and services and a variety of statistics related to activity performance
measures.

As part of the comprehensive budgeting process, staff has prioritized the City’s operational and
capital needs and then balanced the allocation of the City’s human and financial resources to
meet those needs. It is hoped that this was done so in a manner that meets with the expectations
of our residents.

At their Budget Workshop on June 9, 2008, the City Council asked that the following guidance
be used in the preparation of the 2009 Budget:

Maintain the debt levy at no more than 25% of the total levy.

Evaluate requested capital outlay for vehicles and equipment following an established
replacement schedule for the most cost effective solutions. Postpone all but the most
imperative.

Reduce reliance on building permit revenues as a funding source of General Fund
operations.

Maintain the status quo at the 2008 level of services and less than a 5% increase to the
total levy for 2009 if at all possible.

The 2009 budget reflects the impacts of these guidelines as follows:

Council carefully reflects on the issuance of debt in accordance with the adopted debt
policy. As part of this, debt service requirements are reviewed in total and as levies are
required. In 2009, the debt levy is 23.5% of the total levy.

Expenditures for vehicles and equipment are tracked by the Fleet division and reviewed
against a replacement schedule (i.e. squad cars replaced at 100,000 miles of use). When
repair expenditures approach established guidelines for vehicle or equipment type, the
items are identified on the five year capital outlay schedule and reviewed annually during
the budget process. For 2009, only two replacement vehicles (squad cars) were
authorized.

Building permit revenues as part of the general fund have been decreasing since 2003 due
to the housing slow down. In fact, since 2005 required a mid-year adjustment of
anticipated revenues and related expenditures, the Council has been reluctant to trust
even the most conservative of permit fee estimates. For 2009, Council approved permit
revenues at their lowest level since 1998 and increased the tax levy accordingly.

The City Council’s desire to maintain the tax capacity rate at the same or lower level as
the previous year has been a guiding concern for many years. With many years of double
digit growth in the tax base it has been easier to increase the levy without increasing the
tax rate. For 2009, with the growth in the tax base at 2%, and no decrease to revenues
necessary to maintain the 2008 service level of the City, the Council chose to raise the
total levy by 5%, resulting in an increase in the tax capacity rate.
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Significant events of 2008

Economic development of the City continued to be a top priority of the City Council in 2008. A
Business Outreach and Retention program conducted 75 visits to existing businesses, and a
Realtor Forum was held to promote the community of Farmington to regional realtors. Two new
Business incentive programs were developed to assist business in expanding within Farmington.
These programs awarded almost $40,000 in grants in 2008. In 2009, the EDA will focus on a
strategic plan and marketing policy to build on the successes of 2008. The EDA is also pursuing
acquisition of future land options for growth of another industrial park area within the City.
Funding for economic development activities is included in the Economic Development
Authority (EDA) Special Revenue Fund.

The downturn in the housing market continued in 2008 as evidenced by not a single residential
development project being approved for platting. There are currently 662 platted lots with full
infrastructure awaiting new homes in Farmington.

New commercial and industrial construction activity in 2008 saw the addition of 42,504 square
feet of commercial/industrial space. These spaces include a new medical clinic, daycare facility
and two storage facilities. Since 2004, the city has seen over 386,000 square feet of new
commercial/industrial space constructed, with a valuation increase of over $40 million in market
value.

In 2008, the largest construction project in Farmington was the new Farmington Area High
School. The building will house ninth through twelfth graders and is scheduled to open in the
fall of 2009. As agreed to in the 2006 settlement with the school district, the City took bids and
began construction of Flagstaff Avenue adjacent to the site. This road project includes water
main and sewer main to connect the site to the City’s infrastructure. The road construction is
fully funded by the School district.

After six long years of planning, the City took bids and sold bonds in 2007 for the construction
of the New City Hall. Construction began in June of 2007 and was substantially complete by
August of 2008. City staff occupied the new 43,000 sq. foot building during the last full week of
August. See the Capital Projects section for more details on this building project.

City Growth

According to City building permit reports, the City issued 74 residential building permits in 2008
with a total valuation of $11,737,600. 2008 compares to the last five years as follows:

Year New residential Total valuation

permits
2007 145 $24,946,184

vii



