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Overview
• The first installment of property taxes does not arrive until the second quarter while General 

Fund expenses are spread evenly at 25% per quarter.

• The City’s investments are earning more year-over-year with higher interest rates.

• Personal Services in the General Fund are up for:

• Expected increases in salary and benefits as well as planned additions in the Police 
Department and Fire Department,

• Increases at Public Works for snow and ice removal, and

• Severance payments hitting the Human Resources Department.

• Liquor store Q1 sales are flat to prior year (1% down) which is also attributed to the 
weather.

• Parks and Recreation enterprises are gearing up for spring/summer with the sale of golf 
memberships, Braemar dome reservations and pool season passes.  While memberships and 
dome sales are up, pool season passes are off to a slower start.

• Depreciation expense for 2019 will not be booked until the 2018 audit is complete.  For 
purposes of this report, depreciation has been estimated at a quarter of the 2019 budget.

• Overall, Q1 is consistent with previous years and is performing as expected.

General Fund Revenue and Expenditures
•  TAXES – Property taxes are the primary revenue source and are received in June and 

December.

• FRANCHISE FEES – Franchise Fees are remitted in the month following quarter end; thus, Q1 
will be received in April.

• LODGING TAX – Variance is due to timing.  For example, January Lodging Tax was received by 
the City in February, and 95% was paid out to Explore Edina in March.

• LICENSES & PERMITS – Decrease versus prior year is due to the number/timing of 
construction deposits (down $181k) and permits (building and mechanical permits down 
$181k and $92k, respectively).

• CHARGES FOR SERVICES – Decrease is mostly due to ambulance collections.  Transition to 
new ambulance billing service has temporarily delayed collections.  

• INVESTMENT INCOME – Investment income is recorded in this account throughout the year 
and allocated out for final financials.  Investment income year-over-year is higher due to an 
increase in rates.

• PERSONAL SERVICES – Salary and benefits are right on target at 25% of the annual 
budget.  Variances among the departments are presented in General Fund Expenditures by 
Department.

(Continued on next page)
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• CONTRACTUAL SERVICES – Increase over prior year is due to Race & Equity Citywide 

training in 2019 and public safety annual software payment.  The Race & Equity Citywide 
training was new this year as a result of the Race & Equity plan.  These drivers in the year-to-
date variance are timing and will not impact the full year budget.

• UTILITY CONTRIBUTION IN – New in 2018, City facilities are being charged for water/
storm/sewer usage.  Expenses appear under Contractual Services and are deducted on this 
line for a zero impact.  
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General Fund Expenditures by Department
• In general, expenses approximate 25% per quarter.

• HUMAN RESOURCES – Impacted by the amount of severance (i.e., compensated absences) in 
any given year.  Year-to-date severance expense is $243k.  Liability for compensated absences 
is reserved in the General Fund assigned fund balance.

• PUBLIC WORKS – Increase over prior year is mostly in Personal Services (snow and ice 
removal), $152k higher for Q1 2019 versus Q1 2018.  Remainder of the increase is due 
to Light & Power ($31k) and Salt ($42k).  Light & Power is higher in 2019 due to timing of 
invoices – 2019 contains three months, and 2018 contains only two months.

• POLICE – Increase is due to Personal Services as well as Contractual Services.  Personal 
Services is higher due to additional staff in response to growing workloads and requests for 
services, staff movement (e.g., retirements, replacements) as well as annual salary and benefit 
increases.  Contractual Services is higher due to payment of annual public safety software.

• FIRE – Increase due to Personal Services with additional staff, changes in staff, as well as annual 
salary and benefit increases.

• PARKS & RECREATION – Similar to prior year, but behind budget due to higher expenses 
during summer period for camps/programs.
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Utility Fund Revenues and Expenses
• Water, Sewer and Storm Sewer fees increased 5%, 5% and 15%, respectively in 2019 over 

2018.

• Water Rec Fee and Sewer Rec Fee are dependent upon the number of new connections.  

• Disposal Charges is Met Council sewer service.  

• Non-operating revenues/(expenses) is mostly interest paid on bonds.  The budget has 
offsetting bond discount amortization which is booked annually at year end.
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Liquor Fund Revenues and Expenses

• Inventory has increased from $1.7M at year-end 2018 to $2.0M at end of the 
first quarter 2019.  Inventory turns for 2018 were 6.4 compared to an industry 
average of 6.2.  Increase in inventory in Q4/Q1 is due to fiscal year-end buying 
opportunities and a shift away from value labels in wine.  Annualized Q1 inventory 
turns are 4.4; however, liquor store sales are more heavily weighted toward the 
back end of the year (21%, 25%, 25% and 28% for Q1, Q2, Q3 and Q4, respectively) 
which will increase turns.

• Revenues are flat with a decrease of 6k in customer counts quarter over quarter.  
Decrease in customers is attributable to the weather (closed early five times this 
season) as well as change in advertising.  Advertising spend has been reserved 
to launch delivery.  While customer counts are down, sales are comparable to 
2018 due to spikes leading up to the storms and a focus of staff on ATV (average 
transaction value) and UPT (Units per Transaction).

• Total gross margin is 30% compared to industry average of 26% (2018) and 26.1% 
for metro area liquor store operations (2017).

• Q1 physical inventory adjustment was net $8k (less than .5% of inventory).



Braemar Arena and Field
• Utilization represents hours scheduled out of total hours available.  Prime versus nonprime 

is dependent upon the time of day and time of year.

• Building Rental is favorable due mostly to the Sports Dome ($119k) which represents 
advance bookings (City Sports Connection, Softball Finder, Tonka United, etc.) made in 2018 
and reclassed to 2019 revenue.

• Advertising Sales is negative revenue due to termination of contract with our external sales 
representative.  Termination of the contract paid commission on advertising sales that have 
not yet been collected (two and three year contracts).

• Personal Services is less than prior year due to severance payments made in 2018.

Braemar Golf Course and Dome
• The regulation golf course was closed in 2017 and 2018.  Increase in revenue year-over-year 

is mainly due to the golf dome benefiting from a late spring arrival and anticipation of new 
course opening May 18th.  
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Parks and Recreation Enterprise Funds
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Edinborough Park
• ASSOCIATION FEE – Decrease in park maintenance fees is due to reduction in payment 

from Edina Residence Inn for previous overpayment, annual impact of $45k.

• LODGING TAX – New in 2018, Edinborough will receive net 5% of Edinborough Residence 
Inn (remainder goes to Explore Edina), approximate annual impact of $7k.

• OTHER RENTAL – For increased visibility, pool revenue was moved to Other Rental in 2018.  
Decrease year-over-year is due to timing of payments.

• PERSONAL SERVICES – Half of year-over-year increase is due to severance payout in 2019.

Aquatic Center
• Season passes are on sale now.  Early-Bird pricing is in effect through April 30th.  First 

quarter sales are down thus far – 290 in Q1 2019 vs 481 Q1 2018.  The long winter may be 
driving slower sales.



Centennial Lakes
• In 2018, the City collected $80k in back association fees.

• Other revenue at Centennial Lakes is dependent upon the weather.

Art Center
• Previously tracked number of class registrations, but classes differ in length.  Class prices are 

based upon number of instructional hours and price per hour.  Going forward, the number of 
instructional hours will be tracked to better match revenues.

CITY OF EDINA
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Cost Recovery
Cost Recovery percentages indicate a facility’s ability to cover operating expenses.  In 2018, 
the City established two cost recovery calculations.  The first calculation, Total cost recovery 
(Total CR) represents all operating revenue/operating expenses.  The second calculation, 
Management cost recovery (Mgmt CR) adjusts the total operating expenses to exclude 
depreciation, central services, water/storm/sewer.  Initial 2018/2019 annual targets have 
been established based upon three years of historical data.  Annual targets will be set with 
each budgeting cycle as an approximate expectation of annual results.  

The below represents full year 2018 percentages, first quarter 2019 percentages and 
annual targets by both the Total CR and Mgmt CR.  Differences between quarterly results 
and annual targets are due to the timing of revenues and expenses.  For example, Aquatic 
Center is selling season passes now, but it has limited expenses, with the exception of 
depreciation, until open.
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The City’s investments are held in 
various accounts:

 – 4M: MN Municipal Money 
Market Fund sponsored by the 
League of MN Cities.  The City uses 
this fund to manage bond proceeds 
to ensure compliance with IRS 
regulations.  Funds from the 2017A, 
2017B, and 2018A are included in 
this account.  These bonds were 
issued to fund road reconstruction 
projects and the new golf course.  
As construction continues, the 
balance in this account will 
decrease.  

 – HRA Series 2009A Bonds: 
The City owns the 2019 through 
2028 maturities of the $1.52M 
Public Project Revenue Bonds, 
Series 2009A.

 – Tradition Capital Bank: 
A 1-year $243,000 FDIC insured 
Certificate of Deposit.  

 – US Bank (Sweep): City’s 
main checking account at US 
Bank. Funds not required to clear 
checks is automatically “swept” 
into a money market account.  The 
balance in this account changes 
daily based on the amount of 
checks outstanding.  Biweekly 
payroll is also taken out of this 
account.

 – US Bank 2023 (Securian): 
Securian is the City’s outside 
investment manager replacing 
Nuveen in January 2018.  They 
oversee a $20 million portfolio.  
These securities are held in a 
custodian account at US Bank.  
Funds in this account are not 
needed for cash flow and can be 
invested in longer maturities.  The 
benchmark for this portfolio is a 
combination of the Bloomberg 
Barclays U.S. Intermediate 
Government Bond Index and the 
Bloomberg Barclays U.S. Mortgage 
Backed Securities Index.  Allowable 
investments include U.S. Treasuries 
and Agencies up to (but not 
including) 10 years and agency 
mortgage backed pass-through 
securities guaranteed by Ginnie 
Mae (GNMA), Fannie Mae (FNMA), 
and Freddie Mac (FHLMC).  

 – US Bank 2023A: This account 
is managed internally.  The City 
uses a network of four institutional 
brokers who recommend securities 
in compliance with our Investment 
Policy.   Funds in this account are 
managed primarily for cash flow 
purposes.

Investments
At the end of the 1st quarter, the City’s investment portfolio totaled $78 million.  The portfolio 
has benefitted from the increase in short term interest rates.  One example of this is the earnings 
rate on the City’s money market which has increased from 0.66% in 2017 to the current rate 
of 2.31%.  This has helped the internally managed portfolio generate total income of $325k, an 
increase of $126k over prior year Q1.  

The following is a breakdown of total investments by custodian:

The following represents the total investment pool by sector:

Following represents the same data buy only for the internally managed piece under custodianship 
of US Bank:
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The following are quarterly investment results against a similar benchmark.  The internal and 
external portfolios have different investment strategies.  The internal portfolio is intended 
to remain sufficiently liquid to enable the City to manage daily City cash flow as well as debt 
payments.  At the end of Q1 2019, the average days to maturity for the internal portfolio is 
680 days (or 23 months), excluding the money market account.  Maturities range from one day 
(money market) to five years.  The one year US Treasury bill reflects the future return of the 
investment compared to the actual return reported for the internal portfolio.  While the amounts 
should trend in the same direction, the internal portfolio is expected to lag behind the benchmark 
rates.

The external portfolio has longer term investment options to optimize return within our 
investment policy.  The external portfolio benchmark of Bloomberg Barclays Intermediate 
US Government/Mortgage Index, represents an investment pool including U.S. Treasuries and 
Agencies up to (but no including) 10 years and agency mortgage backed pass-through securities 
guaranteed by Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac (FHLMC).  At the end 
of Q1 2019, the average days to maturity for the external portfolio is 11.5 years with maturities 
ranging from July 2019 to August 2048.  The later maturities represent mortgage backed securities.  
Early results have been impacted by the transition from one investment manager to another and 
from rising interest rates.  As shown in recent quarters, returns have improved.

Detail reports by investment are available upon request.
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Debt 
Below represents the City’s annual debt service requirements to maturity for existing bonds.  
The 2019 – 2023 Capital Improvement Plan calls for total capital spending of about $143 
million, of which debt will account for roughly $70 million. Of that total, $47 million is for utility 
infrastructure including a new water treatment plant payable from utility revenues and $23 million 
for street reconstruction projects payable from special assessments assessed to benefitting 
properties.  The term of the bonds range from 10 to 15 years depending on the project.  

NOTES
 – Go Bonds: obligations which 

pledge the full faith and credit of 
the municipality to their payment.  
This currently represents 
refunding bond issues.

 – Public Project Revenue: 
represent the 2009A (Public 
Works facility), 2014A and 2015A 
HRA bonds

 – EEEP SA Revenue: 2012 
Edina Emerald Energy Program 

 – GO PIR Bonds: used to 
finance any public improvement 
that may be specially assessed 
under Chapter 429; the most 
common include roads, water 
improvements and sewer 
improvements

 – Revenue Bonds: obligations 
for which the City promises 
to pay principal and interest 
only from a specific revenue 
source such as utilities and 
other enterprises (Braemar Golf 
Course, Aquatic Center, etc.)


