CITY OF MINNEAPOLIS

Office of the Mayor

July 3, 1947

TO THE HONORABLZ MIMBERS OF THE CITY COUNCIL:

" Lave called tﬁis Spe?ial Session of $he City Council in
order tlat we nay give further consideration to means of financing
the progranm of salary increases which wrg adopted by your Henorable
304y in regular Council neeting Friday, June 27, 1947,

“rLe City of Minneapolis has for many years faced a serious
eituation 1n 1ts Program of taxatien and finance, e are compelled
to live within the terms of our City Charter which Prescribes for
us the ways ard means of reising revenue and authorizes the sources
of incbma, a8 vell as imposing definite limitations upon the mill.
age rate for the Séveral services extended by our municipal government,

In the recent session of the Minnesota State Legislature we
bPresented a conprehensive financial pregram which would have pro-
vided financial relief for our municipal services and our pubdlic
schools, This Program was divided into twvo sections, FTirst, a sub-
stantial sharing of State revenues, particularly a sharing of those
tax revenues which are collacted from the People who reside in the
City of Minneapolis, Secondly, the enactment of a broad municipal
tax €nadbling act, This Proposal would have given to the City Coun-
cil the authority te bde truly a self-governing body in terms of tax-
ation and would have provided a flexibility in obtaining revenue on
& local basis for local services, fThe Legislature saw fit to deny

us the broad nunicipal tax enabling act, theredby leaving our main



-2

Dace of revenue the personal and real property tax, with such other
ainur incomes as we are able to ovitain from miscellaneous sources
such as licenses, permite, fees and fines, MThe State sharing vhich
we cbiained will come from a State-impcsed cigarette tax and an in-
crecse in the State liquor tax, Our raqueet "or a sharing of gross
carniags taxes was not reported out of Tormitiee,

it is anticipated that +he 50U poviioca of the tax on ligquer
and wine ccllected after July I, 1847, will puy to each municipality

about $1.C0 %0 $1,25 per pers:n ne
? e ¥ e

t

ea” bhasa2¢ on the population in

e

the 1940 ceansnse This 'rovid neaa a maximon of $515,000 for the year
1948, o one-half that amount for the balancs of the year 1947, 1In
reference to the cigaretie tax, the State Commissioner of Taxation
has informed our City Comptroller that the distribution of this tax
money will be based on the populations of the various cities, coun-
ties, villages and buroughs %n this State, He has assumed that the
gross collections will be between $5,500,000 and $6,000,000 on a
state-wide basis, In his letter of June 24, 1947, he refuses to
hazard a guess as to what the receipts wi}l actually amount to for
the balance of 1947, nor will he predict what any city will receiye.

In the instance of both of these taxes, the State Auditor
has informed your City Comptroller, and I quote:

"It would therefore appear that on or before February

15, 1948, in each case the City of Minneapolis should

receive its proper share of the collections under the

Acts for the period from July 1, 1947, through Decen~

ber 31, 1947, and on or before August 15, 1948, the

proper share of the collections from January 1, 1948,

through June 30, 1948,"
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mThe State Liquor Control Commissioner, who has jurisdiction
sver the administration of the State liquor tax, has likewise in-
formed your City Comptroller as of June 24, 1947, that payments

twill dec made by the State Auditor on February 15 and

Auzust 15 of each year, fhe first payment which you

may expect will be February 15. 1948,"

1% appears, therefore, that the City of Minneapolis can nod
expect to receive revenue from the cigarettc and liquor taxes until
at least Fobruary 15, 1948, thercdy prohibiting the use of such
money for any obligations tneurred for the fiscal year of 1947,

(Attached are copies of the letters received by the City
Comptroller in reference to the State liquor and cigarette taxes,)

1 have given a good deal of thought, attention and study to
the financial situation which faces our City. We have been making

decided progress in the reduction of our City debt, We have Dbeen
operating our nunicipal services on a pay-as-you=go basis, and we
have begun to reverse the process of refunding bonds used for the
rotirement of obligations incurred and bonds issued many years agoe

Our net City debt by the latest report of our City Comptrol-
ler as of July 1, 1947, is $51,327,916, Our net debt limit as pro-
vided under State law is $73,557,512,30 The difference between the
debt 1imit and the net debt leaves a margin for any bond issues of
$22,229,595,53,

(Attached is a copy of the official finance report of the
City Comptroller,)

The City is gradually improving its financial position, It is
of the utmost importance that this process be continued, and that we

retire our municipal debt as quickly as possible and at the same time
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that we maintain cash balances in all departmental budgets so as to
be able to meet necessary oxpenditures during the first fow months
of each new fiscal year before property taxes are forthcoming,

Many of our municipal physical facilities, such as pudlic
buildings, streets, mechanical equipment, etec,, are in need of reo-
pair, renovation, or we must acquire completely new facilities,
This can only be done if we continue to improve our financial pic-
ture and if we continue to retire our municipal debt and maintain
strict control over all departmental budgets,

From time to time the City Comptroller has dbrought to your
attention by letter or official conmmunication the condition of the
Current Expensc FPund, As of February 17, 1947, by letter to the
City Council, he informed You the Current Expense Fund for the year
1947 was over-appropriated to the amount of $428, 206,04,

As of June 23, 1947, in a letter to the Ways and Meané Com-
mittec of the City Council, the Comptroller called attention to the
fact that the Current 3xpense Fund remained over-appropriated to
the amount of $202,947.79, 1In his report to me as of July 2, 1947,
he informs me that after revising his estimates of miscellancous
revenue and increasing such estimates by $65,000, and after estimat-
ing that an additional $50,000 could be transforrod from the Parking
lieter Fund to the Current Zxpense Fund, therc will be an estimated
cvor-appropriation in the Current Zxpense Fund of $111,338,79,

The City Comptroller has based his estimates of tax collec-
tions for the year 1947 at 974, This may be conservative, The
history or recent years indicates that tax collections can be ex-
pocted at 99% to 1004, If 100% tax colloction was made, an addi-

tional $105,000 would be available, which, for all practical pur-
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roses, would balance the Current Expense Fund and leave no deficit,
I make this prediction because it is my belief that our City Comp-
troller's estimate of miscellancous revenues is likewisc a conser-
vative one,

I% should be romcmbered that the City Comptroller has final
authority in thesc matters under our Charter, and that at all times
his estinates arc conservative in order to protect the solveney of
the funds,

The abovementioned figures and report of the Current Expense
Fund, and the obligations against it, do not include any of the ac-
tions taken by the City Council in its mecting of June 27, 1947, It
doos, however, provide for 2ll actions taken and all increcascs in
salaries and appropriations up to June 13, 1947, which was the most
recent Council meeting prior to June 27,

Therefore, it may be said that as of June 13, 1947, and tak-
ing into consideration the revised cstimates of the Comptroller,
along with the Possibility of a 100% tax collcction and the transfer
of funds from the Parking Moter Fund to the Curreont Expease Fund, '
that there would be sufficient moncy to meet all existing obligations
to that date,

Your actions of Junec 27 in providing for a $25,00 per month
salary increasec for the personncl of the Police Department and Fire
~-partment, along with sclectod salary incrcases in other City de~
rartments, would thercfore impose an ovor-appropriation in the Cur-
rent Zxpense Fund of approximately $183,448. for the remaining six

months of tho fiscal year of 1947, This figurc can bdo broken down



as follows:

Pay incroascs éxclusive of
Fire and Police Departnents $28, 248

Pay incroascs for Firo and Police 155, 200
$183,448

It is thig amount of money which nmust be found, and wvhich
nust be appropriated to theo Tospective departmental budgets as af-
fected by Jour actions of Juno 27, 1947, In other words, your ac-
tion of June 27 nerely revised the salary schedule, but did not ap=-
bPropriate additional monies to the departmont budgets affected by
those salary schedulosg,

It is my considered judgment that if theso increoascs are to
bo granted, that your Eonorable Body should appropriate the amounts
required to tho departments so that the Conptrollor will be assurcd
that funds aro available, and the employees will be assurcd that

there will po no payless days, lay-offs, or salary reductions, It

ing the amounts I havo herein nentioned, If this can be done, the
Current Zxpensc Tung can b¢ balanced, and the City will not bdo faca

ing an operating deficit,

fiscal yoap 1946 the Curront Zxpensc Fund had & carry-over of ap-
Proximately $600,000, 1In January, 1947, or tho fiscal ycar 1947,
your Currcnt Zxpense Fund had & carry-over of approximatcly $440, 000,
It is important that there be such a carry-ovor to meet necessary
Cxpenditures before tax colloctions aro available,

I anm comvincod that tho report of your City Research Enginocor

will verify my figures and conclusions, Tho City Research Engincer
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has 1iffercd with tho City Comptroller in the estimatos of tax col-
reetrone for miscollancous rovenuos, It 1s to be expectod that tho
Cily Comptroller will be nuch nmore conscrvativo in his cstimates be-
canss of the official obligations and responsibilitics which arc ime-
Poeqce upon him undor the Charter, dut, in all fairness, it should bdeo
sfatza you havoe had capable guidancc from the office of thoe Rescarch
Faginver and that ho is thoroughly familiar with the financial situa-
tica as portains to the City Council, and has a broad knowledge through
¢xpericace and study of City financos, I would not hositato to rely
upon his rccommcndations, Ho is your cmployce and to datc has givon
Jou accurato information concorning dcpartmental budgets and financial
requircments,
I precsent for your information a sorics of recvenuc possibili-
tics and altornatives which may provide a solution to tho obligations
which face you under tho torms of your action of Junoc 27,
le A furthor revision of liconsc foos and permit foes,
2e The cnactment of a wheelago tax as proseribed by the
rocent State Logislature,

3¢ I furthor rocommond exhaustivo investigation of the
possibility of seccuring rovenuc from theo public util-
itics as a payment for ront for the uso of thc strcots
and alleys for poles, linocs, pipecs, ctec,

4e¢ TFurther study of any possibility of transfecr of funds

to the Currcent Txponsc Fund,

S¢ I call to your attontion the Laws of 1919, Chapter 3,

which authorizes the issuanco of $1,000,000 in bonds
for thoe purposc of mecting any deficiencics in the ane-

nual appropriations necessary for the maintcnance and
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cost of maintoenanco of Pirc Department, Police Do

partment, and any othor dcpartments of the City,

This logislation was specifically made a part of tho present

home rule Chartnr, According te tho City Attorncy, in his

letter to tho City Comptrollor of Junec 30, 1947, hec statcs,
"I scoc no rcason why bonds cannoet bec issucd undor 1t;
However, I suggest that beforec a bond sale is had, this
law bec submitted to tho City's bond attorncys with tho
requost that they adviso us, first, whethor tho City
nay avail itsclf of the provisions of this locgisla-
tion, and, socond, wheother in vicw of the provisions
of the Laws of Minncsota of 1947, Chaptor 296, these
bonds may bc cxcluded in computing the net indcbted-
ness of the City,"

Thore arc no bonds outstanding ;ndor this lawy This law

was onactcd prior to World War I as an omorgency mcasurc)

I am surc you will agreo with me that the issuwancc of bonds
for current oxpenscs is not an advisablc proccdurc unless a dire
cmergency confronts uss It is, however, within your power to detora
nince whother or not the prosent situation roquircs this form of ace
tions I have prosonted thesc alternatives only as suggcstions and
not as rccommecndations,

Onc thing should bo mado clocar~-that it would bde grossly un-
fair to our municipal omployccs to lcad them to bolicve by Council

action and through amendmont of our salary ordinancos, that a salary
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inercasc wag being given, wvhon, in fact, tho moncy was not boing
Provided in erdor to moet tho Payroll, Any ancandment to a salary
ordinance, OT any addition of Pcrsonncl ¢p acquisition of now facil-
itios must be providod for by allocation of funds to theo appropriate

dcpartmcntal budgot, This ig a maticr of sound financial Policy

call upon your Hoaorablo Body to do Cverything in your bowor to facil-

itato such a Program, The pcoplec of Minncsota look to Minnoapolis,

sound in itg policios, constructivo in its Cconomy, and gvor carcful
of itg Physical ang human Tosourccs, Vo arc faced with a serious
Problon Concerning our publie schools, and, as I havo said beforo,
ovory part of oup municipal g0vornment is being called upon fo carry
a1 unusually heavy load,

I rocognizo tho sharp riso in the cost of living, 1 rocognizao
tho scervice which is 8iven by our municipal cmployocs, and, in par-
ticular, our Polico and PFiro Dcpartmonts. I have Topcatedly stated
that if the Public cxpocts honost and efficient polico administra-
tion, 1t nust bo willing to pay for it, OQur Firo Department hag
madc groat sacrificces during theso past ycars, 1o have lost men in
the 1ing of duty, Their work schedulo ig long, Theso two depart-
ments arc the 0nly onos which arc net oOperating undor a forty hour

wook Program, 1t ig My candid opinion that the Porsonncl of boeth
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Departments is degorving of a vage adjustment, Howevor, you must
kcop in mind that othor City cmployoos likowise aro facod with in-
croascd costs of living, and will undoubtedly be asking of the City
Council rocognition for thoir domands and requosts,

Wo cannot ignoro our financial limitations and tho roqucests
for services which arc being madc upen govornment, As pudblic of-
ficials we must mako deeisions which wo believo to b¢ in the intore
est of thc genoral welfarc, Ve must viow tho City as a wholo and
dircet our policics for the bonefit of the ontiro municipality,

Respeoctfully,

Eubort H, Humphroy
M A 3 0 R

HEH:LA

Attachments 4
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STATE AUDITOR OF MINNESOTA
THE STATE CAPITOL
St, Paul 1

STAFFORD KING John L, Meader
State Auditor Deputy State Auditer

June 20, 1947

Honorable O, J, Turner
City Comptroller

City of Minneapolis
Minneapolis, Minnesota

Dear Mr, Turner:

In reply to your letters of June 13 relating
to Laws 1947, Chapters €01 and 619, covering intoxicating
liquors and cigarettes levies, both Acts are effective

It would therefore appear that on or before
February 15, 1948 in each case the City of Minneapolis
should receive its proper share of the collections under
the Acts for the period from July 1, 1947 through December
31, 1947, and on or before August 15, 1948 the proper share
of the collections from January 1, 1948 through June 30,
1948.

As the administration of Chapter 601 is placed
with the Liquor Control Commissioner, and the administration
of Chapter 619 with the Commissioner of Taxation, it is
suggested that perhaps these two officials are in better
position to advise you concerning the estimated revenues
under the individual Acts.,

Very truly yours,

Stafford King,
State Auditor

SK/ea

jlm

cc: Liquor Control
Taxation



OFFICE OF 0. J. TURNER, CITY COMPTROLLER
MINNEAPOLIS - MINNESOTA

BONDED DEBT AS OF JULY 1, 1947

Bends to be retired from Sinking Fund - Schedule "A"

Jdonds to be retired from General Revenue & Tax Levies

Sewer Bond - City $1,306,000.00
Sewage Disposal Bonds 3,555,000.00
Special Assessment Bonds
Park Acquisition Bends 36,000.00
Street Improvement Bonds 656,000.00
Utility Bonds
Water Works Bonds 3,601,777.64
Refunding (To Refund Water Bonds) 447,000,00
GROSS DEBT =
Less: Deductions - Schedule "B"
NET DEBT -
FULL AND TRUE VALUATIONS « 1946 for 1947 DEBT LIMIT

Real Estate $559,643,670.00 Net Debt Limit
Personal Property 175,931,453.00 Net Debt
$735,575,123.00 Margin for

New Issues:

I HEREBY CERTIFY - That the above statement is true and correct
to the best of my knowledge and belief.

(signed)

$49,128,222,36

4,861,000.00

692,000.00

048,771,
58,730,000,00

7,402,083.23
51,327,916,77

73,557,512,30
51,327,916.77

$22,229,595.53

0. J. Turner

CITY COMPTROLLER

NOTE: Sinking Fund has tax anticipation note liability to the
City Treasurer in the amount of $636,000.00.
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STATE OF MINNESOTA
DEPARTVENT OF TAXATION
State Office Building, St. Paul 1

G. HOWARD SPAETH ADMINISTRATIVE DIVISION
Commissioner of Taxation

June 2L, 19L7

Mr. ¢. &, Turner
City Comptroller
City of lfinneapolis
Minnesota

Dear Sir:

In behalf of Commissioner Spaeth who is attending a tax
conference in the East, but who will return to the office Thursday,
I wish to acknowledge your letter of June 23rd, in which you request
an estimate of the amount that the City of Minneapolis will receive
for the years 1947 and 1948 from the Cigarette Tax.

By referring to Laws 1947, Chapter 619, Section 13, you
will note that the plan for distribution of this tax money is based
upon the populations of the various cities, counties, villages and
boroughs in this state, Assuming that the gross collections under
this act will be between 53 and 6 million dollars, one may make a
rough calculation of the portion which Minneapolis will get. As
aetual operation of the act does not start until July 1st, this
department is not yet ready to hazard a guess as to what the receipts
will actually amount to, nor until some analysis may be made of the
census reports would it be safe to predict what any city will receive.

I shall go over your letter and my reply with Mr, Spaeth

upon his return, and if he feels that some further estimate should
be made at this time, he will advise.

Yours very truly,

G. HOVARD SPAETH
Commissioneyr of Taxation

By (signed) Ronald V. Powers
R7P:ng Deputy Commissioner



Dudley C. Ericson

COPRY

STATE OF MINNESOTA
Liquor Control Commissioner
22 State Office Building
St. Paul 1, Minn.

Honorable O, J. Turner
City Comptroller

City of Minneapolis
Minneapolis, Minnesota

Dear Mr, Turner:

Your letter of June 23rd has been received asking for
information on revenue which the City of Minneapolis may expect
to receive under the provisions of Laws of 1947, Chapter 601
assessing an additional tax on intoxicating liquors.

It is anticipated that the 30% portion of the tax on
liquor and wine collected after July 1, 1947 will pay to each
municipality and county, representing rural areas, about $1.00

to $1.25 per person, per year, based on population in the 1940
census,

Under the terms of the Act these payments will be made
by the State Auditor on February 15 and August 15 of each year.
The first payment which you may expect will be February 15, 1948
for the six months business commencing July 1, 1947 and ending
December 31, 1947.

Trusting this information will be of assistance to you,
we remain

Very truly yours,

(signed)

DUDLEY C. ERICSON
DCEswp Liquor Control Commissioner

June 2L, 1947 -



Minnesota
Historical Society

Copyrightin this digital version belongs to the Minnesota
Historical Society and its content may not be copied
without the copyright holder’s express written permis-
sion. Users may print, download, link to, or email content,
however, for individual use.

To request permission for commercial or educational use,
please contact the Minnesota Historical Society.

14 www.mnhs.org



