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Subject: Response t o  t h e  Charter  C o d s s i o n q s  request  f o r  r eac t ion  t o  proposed 
amendments 20 and 21. 

W e  understand t h a t  t h e  Minneapolis City Council has submitted both proposed 
amendments Nos. 20 and 21 t o  your Commission with t h e  request  t h a t  you approve them 
i n  t i m e  t o  have them submitted t o  t h e  v o t e r s  of Minneapolis a t  a s p e c i a l  e l e c t i o n  on 
June 7, 1966. This w i l l  r equ i re  a c t i o n  by your Commission not  later than Apri l  29 
and would allow approximately f i v e  weeks f o r  v o t e r s  t o  ass imi la te  t h e  purposes and 
provisions of these  two proposed amendments. We f u r t h e r  understand t h a t  t h e  j u s t i -  
f i c a t i o n  f o r  having t o  move t h i s  s w i f t l y  is  based on t h e  a s s e r t i o n  t h a t  t h e  impact 
of the  Donaldson Case w i l l  be s o  severe  on t h e  c i t y ' s  f inances t h a t  c i t y  agencies 
( the  Ci ty  Council, Welfare Board, Library Board and Park Board) w i l l  have insuf f i -  
c i e n t  f i n a n c i a l  resources t o  maintain services a t  the  present  l e v e l  through the  1967 
calendar year. The reasoning, a s  w e  have had it presented t o  us,  is t h a t  t h e  1967 
sess ion of t h e  S t a t e  Legis la ture  w i l l  have t o  provide the  long-range so lu t ion  t o  t h e  
f i n a n c i a l  problems r e s u l t i n g  from t h e  Donaldson C a s e ,  but  t h a t  whatever r e l i e f  w i l l  
be afforded by t h e  1967 sess ion is  unl ikely  t o  produce addi t ional  revenues u n t i l  t h e  
1968 year.  Therefore, w e  a r e  to ld ,  the  Ci ty  Council must act a t  t h i s  t i m e  t o  provide 
t h e  necessary add i t iona l  funds t o  maintain the  present  l e v e l  of c i t y  se rv ices  during 
t h e  balance of 1966 and through 1967. Proposed Amendments Nos. 20 and 21 are, i n  
the  Council 's opinion, t h e  b e s t  means of a t t a i n i n g  t h i s  short-run object ive.  

Based on t h e  above understanding of t h e  s i t u a t i o n ,  w e  have d i rec ted  our 
f i r s t  a t t e n t i o n  t o  t ry ing  t o  determine whether t h e  present  l e v e l  of c i t y  services 
can o r  cannot be  maintained through 1967 within  e x i s t i n g  and an t i c ipa ted  f i n a n c i a l  
resources. This, w e  be l ieve ,  is a c r i t i c a l l y  important question, s i n c e  only the  
most d i r e  f i n a n c i a l  emergency would j u s t i f y  submitting such comprehensive amendments 
a s  a r e  proposed here  on such s h o r t  no t i ce  t o  t h e  v o t e r s  of Minneapolis. 

Unfortunately, an accura te  es t imate  of the  f i n a n c i a l  impact r e s u l t i n g  from 
the  Donaldson decis ion is not  known at t h i s  t i m e  and probably w i l l  not  be determined 
u n t i l  l a t e r  t h i s  year. There appears l i t t l e  l ike l ihood t h a t  an accura te  estimate 
w i l l  be a v a i l a b l e  before t h e  proposed s p e c i a l  e l e c t i o n  on June 7. The only published 
f i g u r e s  a v a i l a b l e  a t  t h i s  t i m e  a r e  those suggested last f a l l  by the  Ci ty  Assessorqs  
o f f i c e .  These f i g u r e s  projec ted  a revenue l o s s  of $10.8 mil l ion  f o r  a l l  l e v e l s  of 
gOvmIment f o r  which property taxes  a r e  l ev ied  wi th in  the  City of Minneapolis. Since 
these es t imates  w e r e  made ava i l ab le  last f a l l ,  considerable reassess ing of p roper t i e s  
has been taking place,  which w i l l  proyide a much more accura te  b a s i s  on which t o  
projec t  an t i c ipa ted  revenue loss .  Although no o f f i c i a l  s tatements have been made, 
w e  have sound reason t o  be l i eve  t h a t  t h e  u l t ima te  revenue l o s s  r e s u l t i n g  from t h e  
impact of the  Donaldson case w i l l  be considerably less than the  previously estimated 



INTRODUCTION 

This report  is directed t o  the  E!inneapolis Charter Commission i n  response 
t o  i t s  request t h a t  we review two proposed amendments t o  the Minneapolis City Char- 
t e r .  Proposed Amendment No. 20 would consolidate various c i t y  funds, including the 
Welfare, Park and Library funds, under one fund controlled by the  M i ~ e a p o l i s  City 
Council. Proposed Amendment No. 21 would grant broad addi t ional  taxing powers t o  
the  City Council, including the  r i g h t  t o  levy a c i t y  earnings tax. 

The amendments have been put hrward a s  emergency stop-gap measures because 
of court-ordered property tax equalization and its impact on c i t y  revenues. We have 
been to ld  t ha t  t he  amendments a r e  necessary t o  f inance c i t y  services through 1967 
u n t i l  such time t h a t  the  1967 Sta t e  Legis la ture  is ab le  t o  fashion an overa l l  s t a t e  
o r  metropolitan a rea  solut ion t o  the  problems o £municipal and school finances and 
the  excessive burden of the  property tax. W e  have conducted our analysis  of the  
amendments i n  t h i s  context. 

The report ,  thougk, goes f a r  beyond our react ion t o  these amendments. To 
our knowledge it represents the  only examination of the f i nanc i a l  s i t u a t i o n  of Min- 
neapolis c i t y  government which has been made i n  connection with these amendments. 
We have concluded tha t ,  i f  funds now i n  separate  accounts within c i t y  government can 
be transferred,  c i t y  government--including functions provided by the  Welfare, Park 
and Library boards--can survive revenue l o s s  resu l t ing  from tax  equalization and 
operate through 1967 maintaining a t  l e a s t  the  same l eve l  of services  i n  1967 a s  a r e  
being provided i n  1966. 

We emphasize tha t  our conclusions do not apply t o  the  f inanc ia l  s i t u a t i o n  
of the Minneapolis Public Schools. However, we  have considered careful ly  the  impli- 
cations of proposed Amendment No. 21  t o  the  schools and have included our comments 
i n  t h i s  report. W e  w i l l  be pursuing addi t iona l  study i n  the  area of the  schools'  
needs and resources. 

It should a l so  be understood tha t ,  while w e  have careful ly  studied the  
s t a t u s  of the  various c i ty-re la ted funds, we have not considered the  adequacy o r  
eff ic iency of ex i s t ing  c i t y  services.  No program f o r  expansion of c i t y  services has 
been proposed by the  City Council. The 1966 c i t y  budget r e f l e c t s  essen t ia l ly  the  
same l eve l  of se rv ices  a s  i n  1965 except i n  one area,  street maintenance, where bud- 
geted costs  r e f l e c t  a subs tan t ia l  increase i n  services  over 1965. A re la ted  question 
w e  have not addressed is t h a t  of the  proper l eve l  of surplus balances, especial ly  f o r  
the  welfare and s t r e e t  maintenance functions. 

This report  could not have been prepared without the  benef i t  of e a r l i e r  
research conducted by Citizens League research committees, including the Minneapolis 
F i sca l  Crisis Committee headed by C. D. Mahoney, Jr., which m e t  i n  the  f a l l  of 1965. 
Ear l ie r  i n  1965 a major report  was submitted by the  Citizens League t o  the  S ta te  
Legislature recommending major property tax  assessment reforms. 



$10.8 mill ion.  Some recent projections,  we understand, have estimated the l o s s  a t  a 
f igure  a s  low a s  $6 million. The City Assessor is  the only person who can speak 
author i ta t ively  on t h i s  question, and even he w i l l  not be ab le  t o  do so  f o r  several  
months. 

Our analysis  of the  f inanc ia l  condition of c i t y  governmental agencies has, 
of necessity,  therefore,  had t o  be based on a rb i t r a ry  assumptions of the  ant ic ipated 
revenue loss  which w i l l  r e s u l t  from the impact of the  Donaldson case. W e  have used 
two assumptions. n e  f i r s t  assumption uses the  es'timate of an overa l l  $10.8 mill ion 
revenue lo s s  made l a s t  f a l l  by the City Assessor's o f f ice .  Our second assumption 
uses the  a rb i t r a ry  f i gu re  of $6 million. Undoubtedly, the  ult imate magnitude of the  
revenue lo s s  w i l l  be somewhere between these figures.  Revenue losses  t o  a l l  govern- 
mental agencies affected under these two assumptions would be a s  follows: 

C I T Y  O F  M I N N E A P O L I S  

1966 Real Esta te  and Personal Property Taxes 
Estimated Tax Loss Resulting from Equalization 

Estimated Estimated 
Tax Loss Tax Loss 

Tax Rate Total  a t  $10.8 a t  $6 
Taxing Authority i n  Mills  Tax Levy Million Million 

S t a t e  of Minnesota 9.93 $ 4,228,632 $ 466,660 $ 259,463 

Hennep i n  County 59.40 25,295,141 2,791,504 1,552,076 

Separate D i s t r i c t s  2.43 1,034,801 114,198 63,494 

Minneapolis Schools 82.43 35,102,332 3,873,800 2,153,833 

City (including lJelf are ,  
Parks and Library) 75.62 32,202,333 3,553,763 1,975,892 

TOTAL 229.81 $97,863,240 $10,799,925 $6,004,758 

Since only City of Minneapolis agencies could d i r ec t l y  benef i t  from addi- 
t i ona l  revenues which might be provided under the  author i ty  of Proposed Amendments 
20 and 21, w e  have l imited our f i s c a l  analysis  t o  the  condition of funds f o r  these 
agencies. These a r e  the  funds under the control  of the  Minneapolis City Council, the  
Welfare Board, Library Board and Park Board. The estimated revenue lo s s  t o  each of 
these funds resu l t ing  from the impact of the Donaldson case, under the  $10.8 mill ion 
and the $6 mill ion assumptions, would be a s  follows: 
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FISCAL DATA FOR CITY COUNCIL, WELFARE, PARK AND LIBRARY FUNDS 

Fund - 
Current Expense 
S t ree t  
Permanent Improvement 
Welfare 
Civ i l  Service 
Civ i l  Defense 
Dutch E l m  
Park and Playground 
S t ree t  Forestry 
Library 
Board of E s t .  & Taxation 
Bond Redemption 
Employee Health & Welfare 
Municipal Building Comm. 
Police Expansion 
Municipal Employees Retirement 
Fire  Relief 
Police Relief 

TOTAL 

Dollar Loss Dollar Loss 
1966 Total  a t  $10.6 a t  $6 
Mills Tax Levy* Million Million 

* 1966 City budget f igures  a r e  based on a 97% property t a x  col lect ion r a t e  estimate. 

Within the  severe time l imita t ions  imposed upon us by the  schedule your 
Commission has been compelled t o  adopt, we have made a ca re fu l  review of the finan- 
c i a l  resources of the  c i t y  agencies as measured against the  f inanc ia l  requirements 
necessary t o  continue the  present l eve l  of governmental services  through the 1967 cal- 
endar year. We have examined each fund separately. This review and analysis convin- 
ces us beyond a reasonable doubt t h a t ,  even taking i n t o  account the  f u l l  impact of the 
Donaldson Case i n  1967, present and ant ic ipated f inanc ia l  resources i n  t o t a l  w i l l  be 
more than adequate t o  provide fo r  a continuation of present l eve l s  of a l l  c i t y  ser-  
vices through the  1967 calendar year. This conclusion assumes, moreover, t h a t  a l l  
c i t y  employees w i l l  be granted wage increases i n  1966 and again i n  1967 a t  r a t e s  com- 
parable t o  those granted i n  recent years. 

We must emphasize here t ha t  w e  have not as  ye t  analyzed the  schools' finan- 
ces i n  the  manner we have studied the  City-related funds. Our above emphasized con- 
clusion does =, therefore ,  cover the  schools' s i tua t ion .  However, we have careful ly  
considered proposed Amendment No. 21 with re la t ion  t o  the schools and discuss t h i s  re- 
la t ionship elsewhere i n  t h i s  statement. 

The f a c t  tha t  t o t a l  available f inanc ia l  resources w i l l  be adequate t o  main- 
t a i n  the  present l eve l  of c i t y  services  through the 1967 year, however, does not mean 
t h a t  each individual fund w i l l  have su f f i c i en t  f inanc ia l  resources t o  assure mainten- 
ance of t h i s  l eve l  of service  through the 1967 year. Substant ia l  surplus balances 
w i l l  be avai lable  i n  some funds, i n  amounts more than adequate t o  make up the  d e f i c i t s  
i n  a l l  o ther  funds. Although it would appear tha t  t r ans fe r s  among funds would be pos- 
s i b l e  under present l ega l  author i ty ,  the  necessary author i ty  t o  t rans fe r  reserves 
from one surplus fund, the Public Welfare Fund, does not presently e x i s t .  

The City has l e g a l  author i ty  t o  r e c t i f y  revenue lo s s  resu l t ing  from the 
impact of the  Donaldson Case f o r  qu i te  a number of funds. No fur ther  author i ty  need 



be provided t o  assure  adequate f i n a n c l a l  resources f o r  functions financed from t h e  
following nine funds: C i v i l  Defense, C i v i l  Service,  Duth Elm, Bond Redemption, Em- 
ployees Health & Welfare, F i r e  Department Relief Association, Pol ice  Relief Associa- 
t i o n ,  Municipal Employees Relief Association and Municipal Building Commission. 

Although t h e  Permanent Improvement Fund is  sub jec t  t o  and is cur ren t ly  a t  
i ts  maximum allowable m i l l  levy,  t h e  f i n a n c i a l  impact r e s u l t i n g  from the  Donaldson 
Case can be o f f s e t  by increas ing t h e  proport ion of work done under t h i s  fund by t h e  
issuance of bonds. Therefore, no add i t iona l  l e g a l  author i ty  is required t o  assure  
maintenance of the  present  l e v e l  of operat ions under t h i s  fund through 1967. 

Three o the r  ma2or funds f o r  which t h e  present  m i l l  levy is a t  o r  near i ts  
l e g a l  maximum (Current Expense, Pub l ic  Welfare, and S t ree t )  w i l l  have adequate re- 
serve  balances t o  assure  maintenance of the  present  l e v e l  of se rv ices  through t h e  
1967 year. 

We f ind t h a t  only f i v e  funds appear t o  have inadequate f i n a n c i a l  resources 
t o  absorb t h e  impact of  t h e  Donaldson Case and t o  maintain present  l e v e l s  of se rv ices  
through t h e  1967 year. These funds w i l l  require ,  therefore ,  t r a n s f e r s  from ava i l ab le  
balances i n  o ther  funds. Following a r e  t h e  impacts of t h e  Donaldson Case on these  
f i v e  funds: 

Dollar  l o s s  Dollar l o s s  
Fund - a t  $10.8 Mill ion a t  $6 Mill ion 

Board of Estimate & Taxation $ 3,525 
Library 210,303 
Park 6: Playground 315,572 
S t r e e t  Forestry 2.585 
Pol ice  personnel Expansion 140 ;985 

TOTAL $672,970 

Our review of t h e  f i n a n c i a l  condit ion of each c i t y  fund convinces us t h a t  
f i v e  major funds w i l l  have s u b s t a n t i a l  surplus  balances on December 31, 1967, a s  
follows : 

Estimated Balance adjusted t o  Balance adjusted t o  
Balance absorb l o s s  i n  fund - absorb l o s s  i n  fund - 

Fund (12131167) $10.8 Mill ion assumption $6 Mill ion assumption 

Current Expense $ 920,000 $ 160,560 $ 497,751 
Publ ic  Welfare 741,000 276,429 483,000 
Parking Meter* 600,000 600,000 600,000 
S t r e e t  Y 131,116 ---- 58,216 
Park Operating* 300,000 

TOTAL $2,692,796 
(* No revenue i n  these  funds comes from taxes. Meter co l l ec t ions  and Park Board 

fees  and concessions income provide a l l  of t h e  revenue f o r  these  funds. 

y Analysis of t h e  S t r e e t  Fund is s o  complex t h a t  determination of a projec ted  year- 
end balance f o r  1967 is  impAssible a t  t h i s  time. Our ana lys i s ,  however, has con- 
vinced us t h a t  t h e  balance w i l l  be at  l e a s t  enough t o  absorb the  l o s s  t o  the  fund 
under t h e  $10.8 mi l l ion  assumption, and doubtless considerably hore.  See the  
sec t ion  on t h i s  fund i n  t h e  Discussion Section at tached t o  t h i s  statement.) 



These surpluses w i l l  accrue t o  the extent indicated i f  a l l  services finan- 
ced from these funds a r e  continued a t  present levels  through the  1967 year. Our 
f igures  a l so  r e f l e c t  a 3% across-the-board wage increase fo r  a l l  employees paid out 
of these funds i n  1966 and an addi t ional  3% increase i n  1967. 

$10.8 Million $6 Million 
l o s s  assumption lo s s  assumption 

Balance, f i ve  funds 
(12/31/67) 

Minus d e f i c i t s  i n  
f i ve  funds 

NET 

Even assuming the  worst revenue loss ,  therefore,  and a f t e r  equalization has 
been achieved, our f igures  show tha t  there  would remain a combined balance of funds 
on hand a s  of December 31, 1967, of about $664,000. And, t h i s  would be a f t e r  the  
Library, Park & Playground, S t r ee t  Forestry, Pol ice  Personnel Expansion, and Board of 
Estimate Funds had been aided t o  the extent necessary t o  maintain present l eve l s  of 
service  through 1967. Using the  $6 mil l ion l o s s  assumption, the  City would still  
have $1,564,796 i n  avai lable  funds going i n t o  the  1968 calendar year. 

Thus, it  can be seen tha t  the  surpluses which w i l l  be avai lable  i n  several  
c i t y  funds w i l l  be more than adequate t o  finance any and a l l  d e f i c i t s  which might oc- 
cur i n  other c i t y  funds. 

Our above projections do not contemplate any addi t ional  revenues which 
could be realized within the ex i s t i ng  l ega l  author i ty  of the  City Council. The City 
Council has the present l ega l  author i ty  t o  add subs tan t ia l ly  t o  its current revenues. 

Considerable income is produced from fees ,  l icense assessments and charges. 
Some of these have recently been increased. Others could be increased, o r  new char- 
ges ins t i tu ted .  The City Council presently has, f o r  example, the author i ty  t o  impose 
a fee  f o r  the co l lec t ion  of garbage. A charge of $10 annually on each garbage can 
current ly  serviced i n  Minneapolis would produce addi t ional  revenue of approximately 
$1,300,000 each year. 

The City Council a l s o  has the  author i ty  t o  issue bonds t o  meet current ex- 
pense needs. 

The Council has the author i ty  t o  temporarily es tab l i sh  an aasessment r a t i o  
f o r  property tax purposes above the 33 1/3% standard it has now indicated should be 
used f o r  the 1966 assessments. Any increase i n  t h i s  r a t i o  abovd 33 1/3% would auto- 
matically produce addi t ional  revenue f o r  each c i t y  fund whic3 receives revenue from 
the property tax,  assuming millages a r e  not changed. Such a temporary increase i n  the  
assessment standard would a l so  produce addi t ional  assured revenue f o r  the Board of 
Education, as is more f u l l y  discussed elsewhere i n  t h i s  statement. 

We should a l so  note here two other  assumptions upon which our projections 
a re  based : 

. Our f igures  assume tha t  tax c o l l e ~ t i o n s  i n  1966 w i l l  be a t  the 97% r a t e  
provided f o r  i n  1966 c i t y  budteting. Substant ia l  non-payment of property taxes t h i s  



year  r e s u l t i n g  i n  a co l l ec t ion  r a t e  under 97% would reduce year-end 1966 projec ted  
fund surpluses  and tend t o  lower the  amount of ava i l ab le  funds we have shown i n  our 
p ro jec t ions ,  It should be noted, however, t h a t  the  97% c o l l e c t i o n  r a t e  projected f o r  
1966 budgets is intended t o  take i n t o  account the  equa l i za t ion  fac to r .  The 1965 r a t e  
was revised t o  96%, and f i n a l  co l l ec t ions ,  w e  have been t o l d ,  were a t  about the  97% 
r a t e .  Tradi t ional ly ,  co l l ec t ions  on c i t y  l e v i e s  have topped 99%, f o r  example 99.18% 
i n  1963, including delinquent property t a x  co l l ec t ions .  

. Although w e  have allowed f o r  the  f u l l  impact of t h e  Donaldson Case, w e  
have not  assumed any o f f s e t t i n g  growth i n  assessed valuation.  This is a most conser- 
v a t i v e  assumption on our p a r t ,  inasmuch a s  assessed valuat ions  have increased i n  a l l  
but  one recent  year desp i t e  t h e  f a c t  t h a t  s u b s t a n t i a l  equa l i za t ion  r e l i e f  has been 
given t o  personal property taxpayers. There a r e  many reasons -- new construction,  
improvements, increased land and personal  property values ,  renewal, less condemna- 
t ions  f o r  freeways -- t o  ind ica te  t h a t ,  with t h e  achievement of equal iza t ion,  assess- 
ed valuat ion i n  t h e  c i t y  w i l l  increase,  Although our p ro jec t ions  assume no increase,  
it  is l i k e l y  t h a t  assessed valuat ions ,  a f t e r  r e f l e c t i n g  the  Donaldson Case impact, 
w i l l  increase  s o  t h a t  $500,000 t o  $1,000,000 i n  add i t iona l  revenue not provided by 
our f igures  would be ava i l ab le  f o r  c i t y  funds i n  1967. 

Our ana lys i s ,  therefore ,  convinces us t h a t  the  City Council does not  need 
t h e  add i t iona l  taxing au thor i ty  envisioned i n  proposed Amendment No. 21 i n  order t o  
maintain the  1966 l e v e l  of c i t y  services  through t h e  1967 calendar year. 

It appears t h a t  the  City Council has t h e  l e g a l  au thor i ty  t o  t r a n s f e r  bal- 
ances i n  t h e  Current Expense Fund t o  o t h e r  c i t y  funds, including t h e  f i v e  funds w e  
have concluded w i l l  need a i d  i n  1967, Parking Meter Fund surpluses  can be t ransfer-  
red t o  t h e  Current Expense and S t r e e t  Funds and possibly t o  s e v e r a l  o the r  funds. 
However, the Council does not  have t h e  l e g a l  au thor i ty  t o  t r a n s f e r  t o  o the r  funds 
ava i l ab le  balances i n  t h e  Public Welfare Fund, and t h e  au thor i ty  t o  t r a n s f e r  funds 
from the  Park Operating Fund t o  o the r  than park funds is open t o  question. 

We be l i eve  t h a t  the  City counci l ' s  e x i s t i n g  au thor i ty  t o  t r a n s f e r  surpluses 
between funds should be c l a r i f i e d ,  i f  necessary through a request  f o r  an Attorney 
General 's opinion. 

Proposed Amendment No. 20, by consolidat ing most c i t y  funds i n t o  a s i n g l e  
fund, would accomplish the  object ive  of t r a n s f e r a b i l i t y .  We presented our views on 
proposed Amendment No. 20 t o  the  previous Charter  Commission and made a number of 
s p e c i f i c  suggestions f o r  i ts  modification. These suggestions have, i n  almost a l l  
ins tances ,  been incorporated i n t o  the  present  d r a f t  of t h e  proposed amendment. Al- 
though w e  continue t o  have se r ious  reservat ions  about c e r t a i n  s t r u c t u r a l  aspects  and 
implicat ions of proposed Amendment No. 20, w e  be l i eve  it would improve present  c i t y  
f i n a n c i a l  procedures and it would accom~l i sh  t h e  important ob jec t ive  of consolidat ing 
most c i t y  funds i n t o  a s i n g l e  c e n t r a l  f;nd. I n  vie; of the  d e s i r a b i l i t y  of a c h i e v i n i  

p resen t  form i f  your Commission decides t o  submit i t  t o  t h e  vo te r s .  

We wish t o  a l s o  point  ou t ,  however, t h a t  author iza t ion t o  the  Council t o  
t r a n s f e r  surplus  balances between funds, t o  t h e  extent  such au thor i ty  does not  now 
e x i s t ,  could be accomplished i n  o the r  ways. An a l t e r n a t i v e  t o  proposed Amendment No. 
20 would be a c h a r t e r  amendment authorizing t h e  City Council t o  t r a n s f e r  surplus  
funds among a l l  c i t y  funds. The advantage of t h i s  approach over proposed Amendment 
No. 20 would be i ts  probable broad publ ic  acceptance. W e  understand t h a t  the  Park 
Board, Library Board, and Board of Estimate and Taxation have already declared t h e i r  



t h e i r  oppopition t o  proposed Amendment No. 20 i n  its present form. They would un- 
doubtedly support an amendment authorizing the City Council t o  t rans fe r  surplus funds. 
This could be accomplished a t  the 1967 session and, s ince  the  balances would already 
be on hand and would not be needed u n t i l  l a t e  1967, t h i s  would be su f f i c i en t  t i m e  t o  
a l l ev i a t e  any need which might a r i s e  i n  1967. 

I n  the  absence of a c lear ly  urgent f inanc ia l  c r i s i s  involving c i t y  services ,  
w e  strenuously object t o  the  City Council's cresh program of submitting a c h a r t e r -  
amendment with t he  sweeping implications of proposed Amendment No. 21 t o  t he  voters  
on June 7. 

The decision on t h i s  amendment would precede the  report  of the  metropolitan 
areawide Mayors' Tax Study Commission, which is concerning i t s e l f  i n  depth with the  
very new sources of revenue included i n  the provisions of Amendment No. 21. This 
study, wel l  s t a f f ed  and financed, and being conducted under the  guidance of expert 
advisors i n  t a x  and re la ted  f i e ld s ,  is expected t o  be ready f o r  the Mayors' group by 
midswnmer. 

The proposed amendment, i f  approved, would be sure t o  inflame suburban re- 
s iden ts  and publ ic  o f f i c i a l s  and would adversely a f f ec t  the prospects of city-suburb- 
an cooperation f o r  much-needed areawide l eg i s l a t i on  a t  the 1967 l e g i s l a t i v e  session. 

TO those who suggest t h a t  whatever new taxes t he  City Council might impose 
under the author i ty  granted i n  Amendment No. 21 could, and probably would, be super- 
seded by act ion of the  Legislature a t  the 1967 session,  let  us remind them t h a t  pre- 
sen t  requirements f o r  l o c a l  consent of any spec i a l  l a w  would probably subject  the  
superseding l eg i s l a t i on  t o  the requirement of consent by the  Minneapols City Council. 
There may a l s o  be other  l ega l  complications i f ,  a s  a result of a favorable vote on 
June 7 on proposed Amendment No. 21, the  City Council, a s  it now ind ica tes ,  were t o  
levy a c i t y  gross earnings t a x  without e x p l i c i t  l e g i s l a t i v e  author i ty  t o  do so. As 
1948 Op. Atty. Gen. No. 89 points out,  most, i f  not a l l ,  c i t i e s  which levy taxes on 
incomes or earnings have only done s o  under enabling author i ty  provided by t h e i r  
s t a t e  l eg i s la tures .  

Aside from possible l ega l  complications, lawsuits ,  e tc . ,  there  are questions 
of cost ,  administrat ion and co l lec t ion  of such a tax, especial ly  i f  it is t o  be re- 
garded as a temporary tax u n t i l  the 1967 l e g i s l a t i v e  sess ion provides an overal l ,  co- 
ordinated solution.  But overriding even these questions a r e  t he  broad economic and 
public policy considerations impl ic i t  i n  the  taxing author i ty  sought f o r  t he  City 
Council under proposed Amendment No. 21. The impact of c i t y  taxes which could be 
levied under the  amendment would be area- and statewide i n  scope, not t o  mention the  
impact which the  taxes could have on the  economy of the  c i t y  i t s e l f .  a 2% c i t y  gross 
earnings tax ,  f o r  example, w i l l  mean t h a t  c i t y  and suburban taxpayers w i l l  be paying 
t o  Minneapolis c i t y  government purely t o  provide f o r  Minneapolis c i t y  services  over 
40% of what they now pay i n  Minnesota s t a t e  income taxes. What a re  the  implications 
f o r  the  schools, f o r  statewide school a ids ,  f o r  s t a t e  financing i n  general, f o r  sub- 
urban property taxes,  f o r  the whole non-property t ax  p ic ture  i n  the  s t a t e  and metro- 
po l i t an  area? These and many more questions a r e  ra ised by t h i s  proposal before the  
Charter Commission. 



We should s t a t e  here t h a t  wd are  not against  earnings taxes per se .  I n  
f ac t ,  the  Cit izens League i n  the  past  has supported the  concept of a countywide earn- 
ings tax. Such a tax,  i f  careful ly  conceived, is c lear ly  one of the major non-prop- 
e r t y  t ax  sources which is avai lable  t o  our metropolitan area. 

We r e j ec t  proposed Amendment #21 essen t ia l ly  f o r  two basic  reasons. F i r s t ,  
we are  opposed t o  the  concept incorporated i n  the  amendment t ha t  the Minneapolis City 
Council should have the  r i gh t  by char ter  t o  un i l a t e r a l l y  impose taxes of almost any 
type not otherwise prohibited by law. This, we  believe,  is a broader taxing power 
than is  sound or  desi rable  f o r  individual municipali t ies i n  t h i s  metropolitan area,  
a s  we s h a l l  explain i n  succeeding paragraphs. SeconE,even i f  w e  favored the concept 
of granting broad taxing powers t o  the Minneapolis City Council, we would be compelled 
t o  r e j ec t  t h i s  broad grant  of authority u n t i l  o r  unless the  bas ic  s t ruc ture  of Minne- 
apol is  c i t y  government is subs tan t ia l ly  strengthened. 

We r e j ec t  i n  p r inc ip le  the  broad grant of taxing power incorporated i n  t h e  
proposed amendment f o r  the  following reasons: 

- The Council i t s e l f  has l imited the broad grant of taxing authority contem- 
plated by Amendment #21 by excluding the imposition of a general s a l e s  tax. 
This exclusion resul ted from the council 's  be l ie f  tha t  a general s a l e s  t ax  
r a i s e s  such important intergovernmental policy questions a s  t o  require its 
imposition, i f  a t  a l l ,  on a greater  than municipal base and by an author i ty  
which can impose the  tax uniformly on a broader area. These a r e  completely 
va l id  remeus. However, they apply equally t o  ce r ta in  of the  taxes which 
would be authorized under Amendment 821. We re fe r  par t i cu la r ly  t o  the gross 
earnings tax, which the Council apparently plans t o  impose i f  Amendment /I21 
is approved by the  voters.  

- A tax on income or  earnings i s  r e l i ed  upon heavily f o r  revenue both a t  the 
s t a t e  and federal  l eve l s  of government. Aside from the lega l  question of 
whether the  S t a t e  of Minnesota has preempted the f i e l d  i n  t h i s  area  of taxa- 
t ion,  except t o  the extent tha t  the  Legislature might exp l i c i t l y  allow muni- 
c i p a l i t i e s  t o  levy such taxes, there  a r e  important policy questions on what 
l eve ls  of government - s t a t e ,  metropolitan, county, municipal - and on what 
functions of government - schools, municipal services  - should share i n  the  
benef i ts  from t h i s  major tax source, Decisions on these questions should be 
made by the  Legislature,  not a s  the  r e s u l t  of the  un i l a t e r a l  action of one 
governing body i n  one municipality, 

It would appear t h a t  the only two ka jor  new sources of revenue avai lable  t o  
l oca l  governments i n  the  Twin C i t i e s  metropolitan area as a means of rel iev- 
ing the  excessive burden on the  property tax a re  taxes on e i t h e r  earnings or  
sa les .  The decision t o  impose e i t h e r  o r  both of these new taxes i s  of the 
greates t  concern t o  the  e n t i r e  Twin C i t i e s  metropolitan area. It, there- 
fore,% imperative t ha t  the imposition of e i t h e r  of these two new major 
sources of t ax  revenue must be on a coordinated basis .  Coordination cannot 
be achieved by one community deciding t o  "go it alone." 

- An earnings tax must be uniform among municipali t ies within the metropolitan 
area. Only t he  S t a t e  Legislature can provide f o r  t h i s  uniformity. 

- Perhaps t he  most basic  policy decision of a l l  is the proper apportionment of 
1;. :vet=nues provided by an earnings tax. Should i t  be apportioned t o  the  m m i -  

c fpa l i ty  of residence or  on some other  basis?  This important policy deci- 
s ion must be made by the  S ta te  Legislature and cannot be made by a s ing le  
municipality. 



- The basic question of how t o  apportion revenues from an earnings tax among 
the  various governmental agencies within a s ing l e  municipality has exceed- 
ingly important implications. Should, f o r  example, revenues from an earnings 
tax  on Minneapolis res idents  be used f o r  governmental services  under the  con- 
t r o l  of the  City Council alone? Should other  governmental agencies, such a s  
the  schools, parks and l i b r a r i e s ,  continue t o  be l imited f o r  t h e i r  revenues 
t o  the  property tax and continue t o  be subject  t o  millage maximums and refer-  
endum procedures by pe t i t ions?  These bas ic  questions a r e  f a r  too important 
t o  be l e f t  t o  the  determination of the  Minneapolis City Council alone. They 
should and must be made by the  s t a t e  l eg i s la ture .  

- One of the  most d i f f i c u l t  decisions i n  imposing an earnings tax is the deter- 
mination of what income is t o  be subject  t o  the  tax. This question is of 
c ruc i a l  importance t o  businesses, f o r  example, and par t icu la r ly  those with 
other  locat ions  i n  municipali t ies throughout the  Twin C i t i e s  area. This 
determination can bes t  be made by the  s t a t e  l eg i s la ture .  

W e  a r e  unalterably opposed t o  any broad grant of taxing power, such a s  is 
incorporated i n  Amendment 21, u n t i l  the  s t ruc tu re  of Minneapolis c i t y  government is 
subs tan t ia l ly  strengthened. The generally appealing and sound governmental pr inciple  
of holding e l ec t i ve  o f f i c i a l s  responsible f o r  t h e i r  conduct is not a t t a inab le  under 
the  ex is t ing  governmental s t ruc tu re  i n  Minneapolis. For example: 

- Many of the  persons and businesses who would be subject  t o  the  taxes author- 
ized by Proposed Amendment 21 have no r i gh t  t o  vote  i n  c i t y  elections.  They 
a r e  non-residents of the  c i t y .  A t  l e a s t  f o r  these  non-residents the  princi-  
p les  of accountabil i ty of e lected o f f i c i a l s  t o  t he  vo te rs  and of "no taxation 
without representation" would have no v a l i d i t y .  

- Even res idents  of the  c i t y  would have exceedingly l imited a b i l i t y  t o  hold the  
City Council responsible f o r  the  sound exercise of the author i ty  granted by 
Proposed Amendment 21. Under the  present Minneapolis s t ruc ture  of government 
there  is no at - large representation on the  City Council and therefore each 
vo te r  e l e c t s  only 1/13 of the  City Council. The one citywide elected o f f i -  
c i a l ,  the  Mayor, has very l i t t l e  r e a l  par t i c ipa t ion  i n  the  del iberat ive  pro- 
cess. Consequently, the  decisions on imposing taxes authorized by Amendment 
21 would la rge ly  r e f l e c t  t he  best  judgment of 13 ward-oriented aldermen. 

- With the  vas t  d i f fusion of governmental author i ty  among independent boards 
and commissions i n  Minneapolis, it is a p rac t i ca l  impossibil i ty t o  pinpoint 
the  responsibi l i ty  f o r  the  decision-making process. I n  f a c t ,  under current 
c i t y  modes of operation it is almost impossible f o r  anyone t o  l ea rn  with a 
degree of ce r ta in ty  what the  ac tua l  f i s c a l  s i t u a t i o n  of the  c i t y  is  a t  any 
given time. 

Wage increases granted t o  c i t y  employees a r e  almost never based on the  
governing body's judgment of the amount the  employees properly have coming. 
The amount of the  increase is  usually determined according t o  the  amount of 
surplus funds available.  Unt i l  o r  unless c i t y  o f f i c i a l s  can be held respon- 
s i b l e  by the  e lectozate  f o r  decisions such a s  t h i s ,  and they simply cannot 
be so  held under our fragmented present s t ruc tu re  of government, it would be 
unwise, w e  believe,  t o  en t rus t  these e lec ted  o f f i c i a l s  with the  broad type of 
taxing power incorporated i n  Proposed Amendment 21. 



- I r o n i c a l l y ,  t h e  f i s c a l  c r i s i s  now facing t h e  City of Minneapolis r e s u l t -  
ing  from t h e  impact of the  Donaldson Case is c lose ly  r e l a t e d  t o  our pres- 
e n t  inadequate s t r u c t u r e  of government. The court  has found t h a t  the  
assessor  has deviated from equa l i ty  i n  assess ing property t o  such a de- 
gree  t h a t  t h e  City must now absorb i n  one year a f i n a n c i a l  impact rang- 
ing  upwards t o  $10.8 mi l l ion .  This inequa l i ty  developed t o  t h i s  point  
without any s i n g l e  e lec ted  o f f i c i a l ' s  being he ld  responsible.  

- It should su rpr i se  no one t h a t  t h e  inequa l i ty  i n  assessments which t h e  
court  has ordered terminated developed under a s t r u c t u r e  of government 
with l i t t l e  o r  no citywide e lec ted  representat ion.  The assessor ,  t o  t h e  
ex ten t  he  has a boss a t  a l l ,  has 1 3  bosses, almost a l l  represent ing pre- 
dominantly r e s i d e n t i a l  wards. It i s  not hard t o  imagine developments 
i f  Amendment No. 21 is passed. The adverse business c l imate  which re- 
s u l t e d  from inequal i ty  i n  assessment of property would be more l i k e l y  t o  
occur i n  t h e  exerc ise  of t h e  broad taxing powers granted t o  t h e  City 
Council under proposed Amendment No. 21. 

We can see no j u s t i f i c a t i o n  f o r  broadening t h e  City counci l ' s  taxing power 
i n  t h e  way contemplated by proposed Amendment No. 21, u n t i l  the  s t r u c t u r e  of c i t y  
government is s u b s t a n t i a l l y  improved. W e  have seen no evidence t h a t  City Council 
members a r e  w i l l i n g  t o  incorporate major s t r u c t u r a l  improvements i n t o  these  finan- 
c i a l  amendments. I f  City Council members a r e  unwilling t o  improve t h e  s t r u c t u r e  of 
c i t y  government when they bel ieve  they a r e  i n  desperate need of a d d i t i o n a l  revenue, 
it is u n r e a l i s t i c  t o  bel ieve  t h a t  these  o f f i c i a l s  would show a g r e a t e r  i n t e r e s t  i n  
improvements i n  t h e  s t r u c t u r e  of c i t y  government i f  they were given new broad taxing 
author i ty .  W e  cannot conceive of granting s u b s t a n t i a l l y  unlimited taxing'power t o  
unneapof is  c i t y  government i n  i t s  present  form. 



RELATIONSHIP OF AMENDMENT NO. 21 TO THE 
SITUATION FACING THE MINNEAPOLIS SCHOOL SYSTEM 

The most ser ious  f inanc ia l  s i t ua t i on  among governmental agencies i n  Minne- 
apol is  doubtless is the one confronting the  Minneapolis Board of Education. The 
Board of Education estimates t h a t  it w i l l  need a t  l e a s t  four addi t ional  m i l l s  f o r  
1967, i n  order t o  maintain present program levels ,  plus whatever amount is needed t o  
replace the revenue lo s s  resu l t ing  from the  impact of the Donaldson Case. This re- 
venue l o s s  is  expected t o  be somewhere between $1,975,000 and $3,554,000. This would 
mean s i x  t o  ten mills t o  replace the  loss  resu l t ing  from the impact of the  Donaldson 
Case and an addi t ional  four t o  f i v e  mills i n  order t o  maintain present program leve ls ,  
amounting t o  a t o t a l  of between 10 and 15 mills f o r  the  1967 year. 

The Minneapolis School D i s t r i c t ,  from a l ega l  standpoint, is not par t  of 
the  City of Minneapolis, s ince it has been established by the  Legislature a s  a spe- 
c i a l  d i s t r i c t .  There is no way, therefore,  t ha t  the  Charter Commission can propose 
a char ter  amendment which would produce addit ional revenue f o r  the  schools. However, 
members of the  Board of Education have appeared before the Charter Commission t o  urge 
submission of e i t h e r  Amendment NO. 21 or a spec i f ic  earnings t a x  proposal t o  the  
voters  a t  a spec ia l  e lec t ion  i n  June. 

The reasoning of the  Board of Education f o r  supporting an earnings tax f o r  
City Council functions,  a s  we understand it, is essen t ia l ly  t h i s :  I f  the  Board of 
Education increases its present millage maximum by as much a s  from 10 t o  15 m i l l s ,  
a pe t i t i on  forcing a referendum vote on the  proposed higher millage ce i l i ng  is almost 
ce r ta in ,  and the  prospects of obtaining a favorable vote on s o  subs tan t ia l  a millage 
increase would not be good. me prospects of obtaining the  needed addi t ional  finan- 
c i a l  resources t o  meet school needs a r e  more l i ke ly  through an earnings tax  than 
through increased millage on the  property tax. Board members, therefore,  a r e  pledging 
t h e i r  support f o r  an enabling amendment allowing an earnings tax fo r  City Council 
functions. The City Council, i f  the  vote is favorable a t  the  June spec ia l  e lect ion,  
would then be expected t o  move immediately t o  impose the earnings tax  and would dedi- 
ca te  a subs tan t ia l  portion of the proceeds t o  property tax  reduction. The amount of 
t h i s  reduction, Board members expect, would a t  l e a s t  equal, and preferably exceed, 
the  10 t o  15 m i l l s  needed f o r  school operations. The Board of Education would con- 
t inue  t o  look t o  the  property tax  f o r  its revenues and would exercise its legal  
author i ty  t o  increase the present millage maximum by from 10 t o  15 mills f o r  school 
purposes. Voters would be more l i ke ly  t o  approve a millage increase of from 10 t o  15 
m i l l s ,  School Board members reason, i f  the  City Council had previously reduced i ts  
millage f o r  Council functions,  s ince the  millage increase fo r  schools would not re- 
s u l t  i n  an ac tua l  property tax  increase. 

It is not our purpose here t o  pass judgment on the  p o l i t i c a l  f e a s i b i l i t y  
among the  a l t e rna t ive  ways of producing addi t ional  revenue t o  finance school opera- 
t i ons -  Our purpose has been t o  evaluate the  merits of proposed Amendment No. 21, and 
the  assumption t h a t  i t  w i l l  r e su l t  i n  the  imposition of a municipal earnings tax,  i n  
terms of whether the  proposed amendment is sound fron a public policy standpoint. A s  
w e  have indicated e a r l i e r  i n  t h i s  statement, and fo r  the  reasons given, w e  do not be- 
l i eve  t h a t  i t  is sound public policy t o  grant the  type of broad taxing powers included 
i n  Amendment No. 21 t o  the Minneapolis City Council. I f ,  as some are  suggesting, the 
primary purpose of Amendment No. 21 is t o  provide addi t ional  revenue fo r  the Minne- 
apol is  school system, then we  bel ieve t h i s  objective can and should be accomplished 
i n  a more d i r ec t  t a m e r  and without producing the  undesirable e f f e c t s  which would 
occur under Amendment No, 21. 



We believe tha t  those who would urge submission of Amendment No. 21 as the  
best  way t o  provide addi t ional  revenues f o r  school purposes should understand c lear ly  
the implications of t h i s  amendment. For example, Amendment No. 21 would: 

- Dedicate use of revenues from the  earnings t a x  t o  those governmental 
functions under the control  of the  City Council. The Minneapolis Board 
of Education would continue t o  be r e s t r i c t e d  t o  the  property tax,  and 
t o  the present pe t i t i on  and referendum procedures. The Library, Park 
and Welfare Boards would not share i n  the  revenues from an earnings t ax  
a s  a matter  of r i gh t ,  but only i f ,  and t o  the  extent,  agreed t o  by the 
City Council. The implications of granting t o  one of several  independ- 
ent  governmental agencies i n  Minneapolis broad taxing author i ty  while 
maintaining vo te r  r e s t r i c t i ons  on::the others should be assessed careful- 
l y  = 

I n  no way compel the  present o r  any future  City Council t o  reduce present 
millages f o r  Council functions by any prescribed amount. Neither would 
present millage ce i l ings  be lowered under proposed Amendment No. 21, 
leaving the  City Council f r e e  t o  reimpose m i l l  l ev ies  back up t o  the  
present maximums. I f ,  f o r  example, the  City Council reduced millages by 
15 mills i n  1967, there  would be no char te r  prohibit ion preventing sub- 
sequent Councils from using millage increases t o  meet future  f inanc ia l  
needs f o r  Council functions. The implications of granting t o  one c i t y  
agency broad taxing author i ty ,  and not t o  t he  others ,  and not a t  the 
same time making a corresponding reduction i n  present millage maximums, 
should be considered careful ly .  

- Depart from the general pract ice  i n  Minnesota of dedicating revenues 
from the income t ax  t o  school purposes. The Minnesota s t a t e  income tax, 
among the highest i n  any s t a t e ,  has,  with a few exceptions, been dedica- 
ted t o  educational purposes, primarily i n  the  form of s t a t e  a id s  t o  l o c a l  
school d i s t r i c t s .  Although many bel ieve t h a t  d iver t ing income t a x  funds 
t o  other  than school purposes is  sound public policy, the  implications 
of t h i s  diversion should be careful ly  considered. 

We are  deeply concerned about the  f inanc ia l  s i t ua t i on  facing the  Minneapolis 
school system. It is imperative tha t  adequate revenues be provided to  o f f s e t  the  ex- 
pected impact of the  Donaldson Case and t o  assure maintenance of present program le- 
ve l s  u n t i l  the  Legislature can provide a workable long-range solution.  W e  s h a l l  be 
giving t h i s  important i s sue  our p r io r i t y  a t t en t ion  during coming weeks. W e  expect, 
f o r  example, t o  give consideration t o  several  a l t e rna t ive  ways i n  which addi t ional  
revenue might be provided f o r  the  Minneapolis school system on a temporary basis.  
These a l te rna t ives  include: 

- Temporary r e l i e f  through act ion of the  Legislature a t  a spec ia l  session 
i n  1966. Action by the S t a t e  Legislature a t  a spec ia l  session l a t e r  t h i s  
year could provide temporary f i nanc i a l  r e l i e f  f o r  the Minneapolis school 
system. For example, the  Legislature could suspend the  pe t i t i on  proce- 
dure provided f o r  i n  the  Special  Minneapolis School Law f o r  one year,  
granting the schools authority t o  s e t  a new temporary higher levy t o  m e e t  
i ts  1967 f inanc ia l  requirements. This would give the  Legislature an op- 
portunity a t  the  1967 session t o  f i t  the  schools i n t o  the  overa l l  t ax  
solution.  

- Increased millage by act ion of the Board of Education. The Board of 
Education has author i ty  t o  increase i t s  millage, subject  t o  a voter 



referendum under the pe t i t i on  procedure. This is the  procedure t rad i -  
t i ona l ly  resorted t o  by the  Board of Education, with no instance of vo- 
ter re jec t ion  t o  date. Since income from almost any source of revenue 
other  than the  property t a x  could be made avai lable  during 1967, there 
is every l ikelihood t h a t  only a pa r t  of the  10 t o  15 m i l l  increase 
would be spent i n  1967 o r  needed on a permanent basis. 

- Increase the  assessment r a t i o  above 33 113%. The City Council has the  
l ega l  author i ty  t o  temporarily e s t ab l i sh  an assessment standard f o r  

* property tax  purposes above the  33 113% r a t i o  it presently contemplates 
fo r  1966 assessments. The r a t i o  necessary t o  replace the  revenue lo s s  
resu l t ing  from the  impact of the  Donaldson Case would be something under 
37%. A 10% deviation from the  goal of a uniform 33 113% statewide - 
standard urged s ince 1962 by the  S t a t e  Tax Commissioner is current ly  
allowed under h i s  announced policy. 

Since no voter  approval would be required f o r  t h i s  action,  t h i s  al terna- 
t i v e  would be the  most ce r t a in  and the  most d i r ec t  way f o r  the  Council 
t o  provide addi t ional  funds f o r  school operations. 

I f  t h i s  a l t e rna t ive  is used, the  City Council should reduce its 1967 
m i l l  levy for  those funds having adequate surpluses t o  absorb the  im- 
pact  of the  Donaldson Case. I n  f ac t ,  i f  the  City has the author i ty  t o  
t r ans fe r  surpluses among its various funds, there  need be no do l l a r  in- 
crease t o  property taxpayers resu l t ing  from the impact of the  Donaldson 
C a s e  f o r  c i t y  functions. 

The one disadvantage of t h i s  a l t e rna t ive  is tha t ,  as long as a differen- 
t i a l  exis ted,  Minneapolis taxpayers would be paying a s l i g h t l y  dispro- 
portionate share of county and s t a t e  taxes,  s ince assessment r a t i o s  
would be somewhat lower i n  other  communities. 

We have l i s t e d  the  above a l te rna t ives ,  not  t o  indicate  a preference 
among them a t  t h i s  t i m e ,  but ra ther  t o  point out  t ha t ,  i n  our opinion, any of these 
three  a l te rna t ives  would be sounder, i n  terms of the  schools' own bes t  i n t e r e s t s ,  
than imposition of an earnings t a x  under author i ty  granted by proposed Amendment 21. 

A s  w e  move i n t o  a de ta i led  analysis  of the  schools'  revenues, needs, and 
resources, w e  wish t o  note t ha t  the Minneapolis School Board has not yet  presented 
needed documentation f o r  t h e i r  1967 alleged revenue needs over and above whatever 
funds they w i l l  need t o  replace revenues resu l t ing  from the impact of the  Donaldson 
Case. They have s t a t ed  publicly and t o  the  Charter Commission tha t  they believe 
they need a minimum of a t  l e a s t  4 addi t ional  m i l l s .  

Whatever t he  ult imate needs of the  schools may turn out t o  be, w e  believe 
t ha t  the  implications of Amendment No. 21 are f a r  too ser ious  t o  warrant granting 
broad and permanent taxing author i ty  t o  the Minneapolis City Council f o r  the s o l e  
purpose of easing a temporary f inanc ia l  problem f o r  the  schools and other  govern- 
mental functions. 



DISCUSSION OF FIhANCIAL CONDITION OF CITY FUNDS 

The purpose of t h i s  sec t ion  is t o  discuss and amplify on the  f i nanc i a l  da ta  
and the  project ions  contained i n  the  preceding statement t o  the  Minneapolis Charter 
Commission. As has been indicated i n  the  statement, the  f i nanc i a l  impact on the  var i -  
ous c i t y  funds r e su l t i ng  from the  decision i n  the  Donaldson Case va r i e s  considerably. 
A number of funds a r e  subject  t o  char te r  o r  s t a t u to ry  millage ce i l ings .  Certain 
funds a r e  a t  these ce i l ings ,  o thers  a r e  not. Some funds have no such millage maxi- 
mums and, therefore ,  present  l e g a l  au thor i ty  e x i s t s  t o  r e s t o r e  funds l o s t  because.of 
the  impact of the  Donaldson Case. Cer ta in  funds receive only a por t ion of t h e i r  re- 
venues from the  property tax. The f inanc ia l  impact of the  Donaldson Case is, obvious- 
l y ,  l e s s  severe f o r  these funds. There are a few funds which receive  l i t t l e  o r  no 
revenue from the  property t a x  and w i l l ,  therefore ,  not  be a f fec ted  by the  Donaldson 
Case. Some funds have subs t an t i a l  surpluses.  Others have none. We have had, there- 
fo re ,  t o  review each fund separate ly ,  i n  order t o  reach meaningful conclusions on the 
c i t y ' s  f i nanc i a l  condition and how it w i l l  be a f fec ted  by t he  decision i n  +he Donald- 
son Case. 

It should be c l ea r l y  understood t ha t  t he  purpose of our review has been t o  
determine whether funds under the  c i t y  council,  the  Library Board, the  Park Board and 
the  Welfare Board have adequate f i nanc i a l  resources t o  weather the  expected impact of 
the  Donaldson C a s e  and, a t  the  same time, t o  maintain t he  current  l e v e l  of govermnent- 
a1 services  during the  balance of 1966 and through the  1967 calendar year. The rea- 
son f o r  s e l ec t i ng  t h i s  period of t i m e  has been t o  assure  t h a t  the  present  l e v e l  of 
Ci ty  se rv ices  can be maintained u n t i l  the  1967 sess ion of the S t a t e  Legis la ture  has 
had an opportunity t o  work out a long-range so lu t ion  t o  the  City 's  f i nanc i a l  problems 
and t o  r e l i eve  the  overburdened property tax. We a r e  engaged i n  a holding act ion,  a 
stopgap arrangement, u n t i l  a workable and coordinated program can be developed. It 
i s  i n  t h i s  context t ha t  the  Ci ty  Council has s t a t e d  its case and i t  is on t h i s  bas i s  
t h a t  the  City Council is urging the  Charter Connnission t o  submit proposed Charter 
Amendments Nos. 20 and 21 t o  the  vo te r s  of Minneapolis at a spec i a l  e l e c t i on  on June 
7, 1966. Accordingly, w e  have based our review and our response on t h i s  s e t  of as- 
sumptions. 

It is important t o  understand the  purpose of our review of City funds and 
the  assumptions on which our review w a s  based. It is equally important t o  understand 
c l ea r l y  what our review does not  purport t o  cover. W e  do no t ,  f o r  example, express 
any opinion on whether the  present  l e v e l  of City governmental se rv ices  is adequate, 
inadequate o r  excessive. The Council has not  presented a program f o r  expanded ser- 
vices ,  and w e  have not  addressed ourselves t o  t h i s  question. We have not  invest igated 
the  performance of governmental functions t o  determine whether savings might be forth-  
coming from increased e f f i c iency .  Neither are w e  expressing any opinion on the  des i r -  
able  l e v e l  of reserve  balances which should be maintained i n  the  various City funds. 
On these matters  we would note again t h a t  we a r e  looking t o  a temporary s i t ua t i on  
u n t i l  the  Legis la ture  has had time t o  meet. Its 1967 work w i l l  be done w e l l  i n  ad- 
vance of t he  adoption of the  1968 City budgets and t he  s e t t i n g  of m i l l  r a t e s  t o  Pro- 
v ide  1968 property t a x  revenues. 

I n  considering the  information on the  various funds presented below, we 
should emphasize, as i n  our statement, the  assumptions noted on Page 6 of the  s t a t e -  
ment. We assume t a x  co l lec t ions  i n  1966 at the  97% co l lec t ion  r a t e  provided fo r  i n  
the  1966 City budgets. To t he  extent  they might f a l l  below t h i s  f igure ,  the  balan- 
ces  we show w i l l  be high; t o  the  extent  co l l ec t ions  exceed 97%, our balances would be 
low. 



The second assumption we have used i s  a most conservative one -- t h a t ,  
as ide  from the  f u l l  impact of the  Donaldson Case which we provide f o r ,  t he r e  w i l l  be 
no countervail ing increase  i n  t he  t a x  base. For t h i s  t o  occur would be almost unpre- 
cedented. W e  would expect t h a t  there  would be some increase  i n  assessed valuations,  
and, i f  these occur, they w i l l  have the  e f f e c t  of providing more revenue f o r  the City 
than we have shown i n  our f igures .  W e  f u l l y  understand t he  ba s i s  of the  $10.8 m i l l -  
i on  and $6 mi l l ion  Donaldson C a s e  l o s s  project ions  and t h a t  they a r e  based on an as- 
sumption t h a t  r e s i d e n t i a l  valuat ions  w i l l  be brought UP t o  the  33 1/3% assessment 
standard. The increase  i n  assessed valuat ion we expect would r e s u l t  from o ther  fac- 
t o r s ,  primari ly new construction and increased personal property values. 

Financial  Condition of Spec i f i c  Funds 

Adequate l e g a l  author i ty  present ly  e x i s t s  f o r  t e n  of the  c i t y ' s  funds t o  
replace i n  f u l l  the  expected f i nanc i a l  l o s s  which w i l l  r e s u l t  from the  decis ion i n  
the  Donaldson Case, The property t a x  levy f o r  these  t en  funds comprises 43% of t he  
t o t a l  property taxes levied i n  Minneapolis f o r  c i t y  (other than schools) governmental 
services .  Therefore, 43% of the  d o l l a r  loss  resu l t ing  from the  impact of t he  Donald- 
son Case would have no adverse e f f e c t  whatsoever from the  standpoint  of maintaining 
the  present  l e v e l  of City services  financed from these funds through 1967. It would, 
however, adversely a f f e c t  the  property taxpayer t o  the extent  the  present mil lages 
have t o  be increased. The t o t a l  mil lage increase which might become necessary t o  re- 
place losses  r e su l t i ng  from the  impact of the  Donaldson Case f o r  these  t en  funds, as- 
suming the  f u l l  amount of the  loss  is levied fo r ,  would be  solnewhat under 4 m i l l s  
and probably i n  the  range of 3 m i l l s .  The ten  funds having the  present  l e g a l  author- 
i t y  t o  replace i n  f u l l  t he  l o s s  from the  Donaldson Case are: 

Property Tax 
Dollars a t  97% Dollar Loss Dollar Loss 
Collect ion Rate - at $10; 8 at  $6 

. Fund - Used i n  Budgeting Million Mill ion 

Permanent Improvement 
C i v i l  Service 
C i v i l  Defense 
Bond Redemption 
Employee Health 

6 Welfare 
Municipal Building 

Commission 
Municipal Employees 

Relief Association 
F i re  Pension* 
Pol ice  Pension* 
Dutch E l m  

(* These funds have m i l l  rate l i m i t s  which, i f  reached, would require  increased 
employee contributions.)  

The only fund l i s t e d  above which needs any ampl i f ica t ion is the  Permanent 
Improvement Fund, This fund is subject  t o  a l e g a l  lraximum number of mills which can 
be levied,  and the  maximum mi l l s  authorized a r e  present ly  being levied,  Further,  t he  
present  surplus  balance i n  t h i s  fund is not adequate t o  absorb the  l o s s  i n  revenue 
expected t o  r e s u l t  from the  impact of the  Donaldson Case. However, t h i s  fund is used 



t o  provide f o r  cap i t a l  o r  permanent improvements, as  is the  Bond Redemption Fund. 
For example, the  1966 budget contains an appropriation of $4,500,000 f o r  auditorium 
construction. $4 mill ion of t h i s  t o t a l  is being Programmed through bond issues  and 
$500,000 through the  Permanent Improvement Fund. I f ,  and t o  the extent,  the  Perman- 
ent  Improvement Fund has insuf f ic ien t  f inanc ia l  resources, projects  can be t ransfer-  
red t o  the  bond program f o r  eventual payment through the Bond Redemption Fund, f o r  
which there  is ample levying authority.  

Current Expense Fund 

The Current Expense Fund is the City Council's general fund. Revenues i n  
t h i s  fund a r e  derived from a var ie ty  of sources, with about 40% of the  t o t a l  revenue 
coming from the property tax. The present m i l l  levy is a t  the maximum lega l ly  author- 
ized. 

The Current Expense Fund is the Council's l a rnes t  and most important fund - 
and we have, therefore,  given i t  our most in tensive scrutiny.  Based on- th i s  analysis,  
we conclude t ha t  the impact of the  Donaldson Case can be absorbed i n  f u l l  and the 
present l eve l  of services  can be maintained through 1967 within revenues avai lable  
from present sources and a t  present levels .  This conclusion is based on several  as- 
sumpti~ns:  

- That revenues f o r  1966 and 1967 w i l l  be a t  the same l eve l  a s  they were 
i n  1965. Tax col lect ions ,  f o r  example, i n  1966 w i l l  have to-achieve the 
97% projected col lect ion r a t e  provided fo r  i n  c i t y  budgets. To the 1965 
revenues we have added $100,000 i n  1966 and $150,000 i n  1967. This is 
the  addit ional revenue which the  City coordinator's o f f ice  estimates 
w i l l  be derived from the recent 15% increase i n  fees,  permits, l icenses,  
e tc .  We have reviewed each revenue source i n  the Current Expense Fund 
and a r e  confident t ha t  the  1965 l e v e l  of revenues w i l l  be maintained 
during 1966 and 1967. 

- That expenditure l eve ls  f o r  1966 and 1967 w i l l  be the same a s  i n  1965. 
To these we have added the cos t  of a 3% wage increase f o r  a l l  employees 
i n  1966 and an addi t ional  3% pay increase f o r  a l l  employees i n  1967. 

- That the t o t a l  amount of funds appropriated but not spent w i l l  be the  
same i n  1966 and 1967 a s  i n  1965. These savings, amounting t o  $267,000 
i n  1965, r e su l t  primarily from turnover i n  employees, with a gap between 
the date an employee leaves and h i s  replacement begins work. These sav- 
ings always occur, and the  1965 f igure ,  while somewhat higher than i n  
some years, is  not  un rea l i s t i c a l l y  . high. 

Based on the  above assumptions, t he  projected balance sheet f o r  the  Current 
Expense Fund through:the 1967 year produces the  following figures: 

Current Expense Fund 

Available balance January 1, 1966 
1966 revenue 
Total  avai lable  funds 

1966 expenditures 

Available balance January 1, 1967 
1967 revenue 
Tot a1  available funds 
1967 expenditures 
Available funds .Tantram 1 1968 



Since the  maximum f i n a n c i a l  impact which might r e s u l t  from t h e  Donaldson 
Case is $759,440, t h e  projec ted  surplus  balance of $920,000 on January 1, 1968 is  
adequate t o  absorb t h e  loss .  To t h e  ex ten t  t h a t  t h e  Donaldson Case impact w i l l  be 
less than $759,440, and i t  w i l l ,  t he  remaining su rp lus  w i l l  correspondingly increase.  
W e  are confident  t h a t  these  p ro jec t ions  w i l l  prove t o  be conservative and t h a t  t h e  
a c t u a l  surplus  w i l l  be somewhat higher i f  present  expenditure l e v e l s  are maintained. 

Pol ice  Personnel Expansion Fund 

The Po l ice  Personnel Expansion Fund is, f o r  a l l  p r a c t i c a l  purposes, an ex- 
tension of t h e  Current Expense Fwd. No services are performed ou t  of t h i s  fund. 
A l l  revenues are t rans fe r red  i n t o  t h e  Current Expense Fund and expenditures are in-  
cluded as a p a r t  of the  Current Expense Fund. No surpluses  are re ta ined i n  t h i s  fund. 
It is kept  separa te  from the  Current Expense Fund f o r  bookkeeping purposes only and 
f o r  t h e  s o l e  reason t h a t  the  Minneapolis Charter  r equ i res  t h i s  procedure and restricts 
expenditures t o  t h e  providing of p o l i c e  service .  The c h a r t e r  requires  a 3 m i l l  levy 
f o r  t h i s  purpose. Therefore, t h e r e  is no present  l e g a l  au thor i ty  under which t h e  im- 
pact  of t h e  Donaldson Case can be  absorbed. The revenue l o s s  t o  t h i s  fund w i l l  be 
somewhere between $78,388 and $140,985. 

Parking Meter Fund 

A l l  revenue f o r  t h e  Parking Meter Fund is obtained from parking meters. 
The t o t a l  annual revenue is approximately $700,000. S U g h t l y  over $100,000 i s  spent  
each year  t o  service the  meters. A l l  remaining revenue t r a d i t i o n a l l y  has been trans-  
f e r red  t o  o the r  funds, and a t  l e a s t  i n  recent  yea rs  has  been apportioned i n  d i f f e r i n g  
amounts t o  t h e  Current Expense Fund and t h e  S t r e e t  Fund. 

The January 1, 1966 surp lus  i n  t h e  Parking Meter Fund w a s  j u s t  under 
$300,000. The 1966 appropriat ion t r a n s f e r s  $250,000 from t h i s  fund t o  t h e  S t r e e t  
Fund and $200,000 t o  the  Current Expense Fund. I f  a comparable t r a n s f e r  is again 
made i n  1967, and our projec t ions  f o r  these  two o t h e r  funds are based on t h i s  assump- 
t i o n ,  then t h e  Parking Meter Fund surplus  w i l l  b e  increased by an add i t iona l  $150,000 
i n  1966 and by another $150,000 i n  1967. Therefore, t h e  January 1, 1968 surplus  i n  
t h e  Parking Meter Fund w i l l  reach $600,000. 

The Parking Meter Fund w i l l  not  be  a f fec ted  by t h e  impact of the  Donaldson 
Case, s ince  none of the  revenues are derived from t h e  property tax.  The e n t i r e  
$600,000 surp3.u~ is  ava i l ab le  f o r  use  by o the r  funds i f  and as needed. The only pos- 
s i b l e  contemplated use f o r  revenues i n  t h i s  fund is f o r  t h e  replacement of o l d  park- 
ing  meters, f o r  which $300,000 is cur ren t ly  being held  i n  abeyance. Our f igures  do 
not  provide f o r  t h i s  expenditure being made i n  1966 o r  1967. Nor do we  f e e l  it is 
necessary. 

Publ ic  Kegfare Fund 

The m a x i m u m  levy f o r  publ ic  welfare purposes is es tabl ished by t h e  Legisla- 
t u r e  at 10.1 m i l l s .  The levy f o r  1966 is 9.9 m i l l s ,  which is  .2 m i l l s  below t h e  
authdflzed maximum. The present  high l e v e l  of employment has resu l t ed  i n  a reduced 
l e v e l  of expenditures from t h i s  fund. Based on information provided by o f f i c i a l s  i n  
t h e  Welfare Department, w e  make t h e  following p ro jec t ions  f o r  t h i s  fund through 
January 1, 1968: 



Public Welfare Fund 

Available balance January 1, 1966 $ 648,670 
1966 revenue 5,256,505 
Total avai lable  funds 5,905,175 

1966 expenditures 

Available balance January 1, 1967 765,175 

1967 revenue 
Total avai lable  funds 

1967 expenditures 

Available balance January 1, 1968 $ 741,680 

The above is an exceedingly conservative projection and the actual  revenues 
avai lable  on January 1, 1968 appear ce r t a in  t o  be higher, and perhaps subs tan t ia l ly  
so,  than those we have projected. Relief expenditures f o r  1966, f o r  example, a r e  
estimated a t  10% less than the  amount appropriated. The actual  r e l i e f  caseload is 
subs tan t ia l ly  lower than the 10% decrease used i n  our projections.  W e  have project- 
ed the  same expenditure l eve l  f o r  1967 a s  f o r  1966. These projections include the 
cost  of a 3% pay increase f o r  a l l  employees i n  1966 and an addi t ional  3% pay increase 
f o r  a l l  employees i n  1967. Revenue estimates assume a 1967 levy of 9.9 mi l l s ,  even 
though a levy of 10.1 mi l l s  is lega l ly  permissible. A 10.1 m i l l  levy would produce 
an addi t ional  $80,000 during 1967. 

The impact of the Donaldson Case on t h i s  fund w i l l  be somewhere between 
$258,680 and $465,251. Therefore, the lowest l i k e l y  surplus i n  the  Welfare Fund a s  
of January 1, 1968 is $276,429. For reasons indicated,  w e  a r e  confident the  surplus 
w i l l  be subs tan t ia l ly  above t h i s  amount. 

S t r ee t  Fund 

The S t r ee t  Fund provides e s sen t i a l l y  f o r  the  non-permanent work done on and 
i n  connection with c i t y  s t r e e t s  -- cleaning and repairing,  maintenance of t r a f f i c  
l i g h t s  and s igns ,  snow removal and sa l t ing .  The fund is subject t o  a maximum m i l l  
levy of 2.79 m i l l s ,  with the  ac tua l  levy a t  the  maximum. Because of the  record snows 
i n  the  spring of 1965, the  balances i n  t h i s  fund have been under severe pressure. 
However, the  fund did have a s l i g h t  balance a t  the beginning of 1966. 

The revenues f o r  t h i s  fund w i l l  be increased by $645,000 beginning t h i s  
year because of an increase i n  the  assessment fo r  s t r e e t  sprinkling.  This increase 
w i l l  provide su f f i c i en t  addi t ional  revenue t o  repay the  Permanent Improvement Fund 
the  $250,000 which w a s  borrowed from tha t  fund i n  1965. This increased revenue w i l l  
a l so  permit an increase i n  the  leve l  of street maintenance. The $250,000 which w i l l  
be used t h i s  year t o  repay the  loan from the Permanent Improvement Fund can be used 
i n  1967 f o r  other purposes. The amount w i l l  be more than adequate t o  defray the  cost  
of annual wage increases. 

The impact of the Donaldson Case w i l l  cost  t h i s  fund between $72,900 and 
$131,116. The surplus  i n  t h i s  fund, although not large,  should be adequate t o  ab- 
sorb the  impact. 



Library Fund 

The Library Fund, which is a t  its legal .  maximum of 4.49 mills, began 1966 
without any surplus.  It has been cornmonly assumed tha t  the Library Fund has been 
under severe pressure i n  recent years. The Library Board has repeatedly s t a t ed  i ts  
need f o r  increased millage. 

The Library Board hopes t o  increase its revenue l eve l  by $135,000 during 
1966 i n  negotiat ing its annual contract  with the  Hennepin County Board of Commission- 
ers. This addi t ional  revenue should prove adequate t o  assure maintenance of the  pres- 
en t  l e v e l  of operations through the  1967 year,  including normal annual pay increases. 

The impact of the  Donaldson Case on t h i s  fund w i l l  be somewhere between 
$116,928 and $210,303. There w i l l  be no surpluses i n  t h i s  fund, and the  fund there- 
fore  w i l l  not be able  t o  absorb t he  impact without forcing some curtailment of the  
present l e v e l  of service.  

Park & Playground Fund 

The Park & Playground Fund, the  la rges t  fund under the  control  of the  Min- 
neapolis Park Board, serves e s sen t i a l l y  as  tha t  board's general  revenue fund. The 
current levy f o r  t h i s  fund is a t  its lega l ly  authorized maximum of 6.715 m i l l s .  The 
fund began the  1966 year with a surplus of $110,000, with 1966 expenditures estimated 
a t  $3,100,000. We project  t h a t  revenues and expenditures through the  1967 year w i l l  
be approximately equal and t h a t  normal annual wage increases w i l l . u se  up most, i f  not 
a l l ,  of the surplus. 

The impact of the  Donaldson Case on the  Park & Playground Fund w i l l  be 
somewhere between $175,458 and $315,572. The fund w i l l  not be able  t o  absorb t h i s  
impact. P t s  one recourse, o ther  than t o  c u r t a i l  the  present l e v e l  of services ,  
would be t o  charge fees  f o r  ce r ta in  of the recreat ional  f a c i l i t i e s  i t  provides. We 
understand the Park Board is  giving some consideration t o  charging fees. 

S t ree t  Forestry Fund 

The S t r ee t  Forestry Fund is an exceptionally small fund providing essent ia l -  
l y  f o r  tree trimming on park property. The present levy of .05 m i l l s  is the maximum 
lega l ly  allowed. The impact of the  Donaldson Case on t h i s  fund w i l l  be somewhere be- 
tueen $1,437 and $2,585. This amount could not be absorbed without a s l i g h t  cur ta i l -  
ment i n  the  present acheduling of t r ee  trimming. 

Park Operating Fund 

The Park Operating Fund has been established by the Park Board i n  order t o  
keep separate  revenues and expenditures f o r  golf courses and re fec tor ies .  This is 
not a fund required by char te r  o r  s t a tu t e .  This fund began 1966 with a surplus of 
$275,000. Anticipated revenues during 1966 a r e  expected t o  equal, and probably ex- 
ceed the estimated expenditures of $1,527,000. I f  the  unusually adverse weather con- 
d i t ions  experienced during much of 1965 a r e  not repeated i n  1966, ac tua l  revenues 
should subs tan t ia l ly  exceed the  amount projected. We expect t h a t  t h i s  s i t ua t i on  w i l l  
apply equally t o  t he  1967 year. 

The Donaldson Case w i l l  not a f f ec t  t h i s  fund, s ince none of i ts  revenues 
a re  derived from the  property tax. There is no l ega l  r e s t r i c t i o n  which would preclude 
the use of the  surplus  i n  t h i s  fund f o r  other park-purposes. The expected surplus i n  



t h i s  fund w i l l  be su f f i c i en t  t o  offse,t f u l l y  t he  impact of the  Donaldson Case on the  
Park and Playground Fund i n  1967, i f  the  Park Board determined t ha t  the  surplus  
should be used f o r  t h a t  purpose, 

Board of Estimate & Taxation 

The present  levy is a t  i ts  l e g a l  maximum of .075 mills. The impact of the  
Donaldson Case w i l l  be somewhere between $1,960 and $3,525. This impact could not  be 
absorbed without some curtailment of the  present  l e v e l  of operation. 

SUMMARY OBSERVATIONS 

Recapitulation of Funds 

As w e  have shown, c e r t a i n  funds w i l l  have surpluses more than adequate t o  
replace any l o s s  resu l t ing  from the  impact of the  Donaldson Case. Other funds w i l l  
not .  The overa l l  p ic tu re ,  based on t he  assumptions w e  have used, is  as follows: 

Surplus on 1967. Dollar 1967 Dollar  
Fund - Dec. 31, 1967 Loss at  $10.8 M Loss a t  $6 M 

Current Expense 
Pol ice  Personnel 

Expans ion  
Parking Meter 
Public Welfare 
S t r ee t  
Library 
Park .C Playground 
S t r ee t  Forestry 
Park Operating 
Board of Estimate 

The above project ions  show t h a t  t o t a l  surpluses ava i l ab le  on December 31, 
1967 w i l l  be $2,692,796. The d o l l a r  l o s s  t o  these funds r e su l t i ng  from the  impact of 
the  Donaldson Case w i l l  be somewhere between $1,128,000 and $2,028,777. The avai l -  
able  surpluses w i l l  be more than adequate t o  replace i n  f u l l  the  g r ea t e s t  possibi-  
b l e  impact of the  Donaldson Case. 

Present  l e g a l  author i ty  appears adequate t o  allow use of avai lable  revenues 
i n  the  Current Expense Fund f o r  any City governmental function. This author i ty  would 
include use of revenues from t h i s  fund f o r  operations under the  Library Board and Park 
Board. There would be no r e s t r i c t i o n  on the  use of surplus  revenues i n  t h e  Park Oper- 
a t i ng  Fund f o r  park operations generally.  The Parking Meter Fund surplus  can be trans-  
fe r red  t o  the  Current Expense, S t r e e t  and, possibly,  severa l  o ther  funds. The expect- 
ed surpluses i n  t h e  Current Expense Fund, t h e  Parking Meter Fund, and t h e  Park Opera- 
t i n g  Fund, therefore ,  would be adequate t o  replace f u l l y  the  l o s s  r e su l t i ng  from the  
impact of the  Donaldson Case i n  the  Pol ice  Personnel Expansion Fund, t he  Library Fund, 
the  Park 6 Playground Fund, the  S t r e e t  Forestry Fund, and t he  Board of  Estimate and 
Taxation. No addi t ional  l e g a l  au thor i ty  appears t o  be needed t o  accomplish t h i s  ob- 
jec t ive .  

Although it probably would be l ega l ly  poss ible  t o  borrow from surpluses 
a i l a b l e  i n  the  Publ ic  Welfare Fund, t he r e  is  no present  l e g a l  author i ty  t o  t r an s f e r  % luses  i n  t h i s  fund t o  o ther  funds. Since a surplus  w i l l  be  ava i l ab le  i n  the  Pub- l i C  Welfare Fund, and i n  a l l  l ikel ihood somewhat l a r g e r  than we have projected,  great-  

e fp ro t ec t i on  would be afforded i f  l e g a l  au thor i ty  could be provided t o  t r an s f e r  sur- 
pluses from t h i s  fund t o  o ther  funds. 
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