Request for City Council Committee Action

Date: December 2, 2008

To: Community Development Committee
Referral to: Ways & Means / Budget Committee
Prepared by: Carsten Slostad (Phone 673-5150)
Approved by: Robert D. Miller, Director

Subject: NRP 2009 Administrative Budget

Summary of the Request: This year’s budget request is $1,428,620. The NRP staff
complement is reduced by one FTE for a new total FTE complement of 8 staff
members. The Professional Service line item detailed in Attachment B accounts for 39%
of the 2009 budget proposal. The overall proposed 2009 Budget is 14.5% less than the
approved 2008 Budget and 15.6% less than the 2007 expenditures. The budget also
includes a 2% Cost of Living Adjustment for NRP staff.

Recommendation:

(1) Approve the 2009 NRP Administrative Budget attached to this report in
accordance with “Attachment A”;

(2) Amend the City of Minneapolis 2009 General Appropriation Resolution by
increasing the Community Planning & Economic Development Department
(CPED) agency Fund CNRO—NRP Program Fund (CNRO0-890-3550)
appropriation by $1,428,620 and request that CPED immediately transfer
$1,428,620 to the NRP’s City of Minneapolis Fund 230;

(3) Authorize the appropriate City officers to enter into any contracts or
agreements needed to implement this request.



December 2, 2008

The Honorable Lisa Goodman, Chair The Honorable Paul Ostrow, Chair
Community Development Committee Ways and Means Committee
Minneapolis City Council Minneapolis City Council

315 City Hall 315 City Hall

Minneapolis, Minnesota 55415 Minneapolis, Minnesota 55415

Re: NRP 2009 Administrative Budget
Dear Chairpersons Goodman and Ostrow:

At its meeting on November 24, 2008 the Neighborhood Revitalization Program Policy
Board approved the NRP 2009 Administrative Budget

The 2009 Budget includes the expenses of the Minneapolis and Saint Paul Home Tour
(but not the offsetting revenues). Payments to the City for support from DFD, CPED
and other City services continue to be (as they have been for the past 8 years) more
than 20% of our budget. Services provided for neighborhoods account for another 15%
of the 2009 budget.

This year’s budget includes a projected Cost of Living Adjustment for all NRP staff of
2%. The percentage will be consistent with the COLA offered to City employees. This
will be the first COLA for NRP staff since 2007.

The central function of NRP’s administrative office is to help neighborhoods develop
and implement their Phase Il Neighborhood Action Plans (NAP’s). Twelve (12) plans
were approved in 2007 by the Policy Board and three more have been approved in
2008. The cumulative total for approved Phase Il NAP’s now stands at 44 (or 60.2% of
the total number of plans that will be submitted for approval in Phase Il). This work has
been accomplished in the four years since the Board adopted the neighborhood
allocations. In Phase I it took 5 years to approve 25 NAP’s.

Together, the approved NAP’s for Phase Il appropriate about 66% of the total funds set
aside for neighborhoods in 2004. Of the appropriated total 75.2% is allocated to
housing or housing related activities, programs, projects or services and only 17.5% for
neighborhood general administrative costs. If these investments occur as approved and
the same requirements for Phase Il NAP’s apply to the neighborhoods that have not yet
submitted their Phase Il plans for approval, NRP will meet its statutory housing
investment goal for the program. We will not be able to meet this goal if the Phase Il
shortfall is not filled.
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In addition to helping with the development of plans, our contracting activity continues at
a high level. In 2008 we continued and formalized the detail of one of our staff to assist
the Development Finance Division (DFD) with the development and processing of
housing related contracts to take up the slack after a 2007 staff change occurred in the
Division.

In 2006 the Policy Board took the initiative to put the discussion of NRP after 2009 on
the table. The Continuation Task Force established by the Board in 2005 presented its
report to the Board in April, 2006. They addressed both the immediate Phase Il shortfall
and the longer-term options for financing NRP and continued neighborhood
improvement after 2009.

The Phase Il shortfall contained in the revenue projections published by the City for the
Common Project in October 2007 have been a major source of concern. At the
projected level of funding, NRP would not have been able to provide the 70% of the
original 2004 Phase II allocation (which was also based on projections by the City) that
was the minimum that neighborhoods were expecting and that the Policy Board
believed was reasonable and conservative. As a result, the City Council acted in
December 2007 to guarantee that neighborhoods would receive funding at the 70%
level.

The updated NRP Capitalization projections published in October 2008 have greatly
reduced the size of the projected shortfall. The revenues actually realized in 2007
exceeded City projections by 120% and reduced the projected shortfall from
$12,638,037 to $4,170,756.

Two other events have occurred that greatly impact the future of NRP and
neighborhoods.

In November 2007 the City Council established an NRP Work Group consisting of four
City Council members, a representative from the Mayor’s office and the NRP Director to
review options for continuing a neighborhood revitalization effort after 2009. A draft
report was released in December 2007 and the final report (“Framework for the Future:
Options for the focus, funding and governance of NRP Program and Action Plan
activities after 2009” (herinafter “Framework”) was submitted to the Council’s Committee
of the Whole on July 24, 2008.
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The recommendations included in the “Framework “ have major implications for NRP
and future budgets, staffing and activities and were adopted by the City Council on
September 26. For 2009, however, NRP will remain an independent program and this
budget has been developed with that expectation but also with consideration of the
potential for major changes in 2010 and beyond.

Future funding for neighborhoods has been an identified issue for several years. In
March residents worked with two City legislators to introduce a bill that would provide
funding to NRP and neighborhoods after 2009. The City of Minneapolis provided an
alternative bill and the Tax Conference Committee passed legislation that allows a new
type of tax increment district that would provide funding for neighborhood revitalization
purposes after 2010. The bill may need some clarifications but it is a major step in the
direction of providing future support for neighborhood revitalization activities.

The issues about the future structure of NRP and the funding of neighborhoods after
2010 (and the Phase Il gap) will have to be resolved soon, but the first priority of the
NRP office and staff has to be continuing to help the thousands of residents and
participants that are involved now in developing and implementing plans for the
improvement of their neighborhood.

Of course, that is not all that NRP does.

The Minneapolis and Saint Paul Home Tour continues to be a big event and a great
marketing opportunity for city living. The 2008 Minneapolis & Saint Paul Home Tour on
April 26 and 27 marked the 21st consecutive year of this annual event to showcase city
living. NRP has been coordinating the Tour for the past 6 years and it has been a major
venue for presenting neighborhood and resident housing related accomplishments.

When NRP assumed responsibility for this activity six years ago, we committed to
covering as much of our direct costs as possible with sponsorships. Sponsor and ad
revenues covered all of the direct and indirect costs and indirect expenses have been
reduced as a result of continually reexamining and modifying the manner in which the
Tour is conducted. The Expense and Revenue reports for 2008 showed that we
actually made a profit of $1,853.18.

This year’s Tour contained 50 homes, with “Green” and “Historic” sub tours. The Tour
highlighted homes in the Lyndale, Field Regina Northrop, and Hawthorne
neighborhoods in Minneapolis and Highland Park, Dayton’s Bluff and the West Side
neighborhoods in Saint Paul. The number of visitors (more than 3,900) was down
26.9% from the corresponding figure for 2007 but almost identical to the number of
visitors in 2006. This years attendees visited almost 7 homes per person and the
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26,011 visits represented a decline of 29% from last year but an increase of 15.2% over
the corresponding 2006 figure. Of the visitors, 25% were from outside Minneapolis and
St. Paul in 2008. The corresponding figures for 2007 and 2006 were 27% and 22%,
respectively. The Tour was viewed as very well run by the visitors and we received a
number of very complimentary comments on the survey responses.

We also conducted a session of the reformatted Community Leadership Institute with
the American Indian community. You will note that this training and education activity
is being dropped from the 2009 Budget proposal as part of our cost reduction effort.
External sources are being pursued to cover the program costs and allow it to continue.

The proposed budget for 2009 continues our efforts to reduce central office costs and
staffing. The proposal is for the reduction of 1 FTE in the staff complement. Overall the
proposed 2009 Budget is 14.5% less than the approved 2008 Budget and 15.6% less
than the 2007 expenditures. The budget also includes a 2% Cost of Living Adjustment
for NRP staff.

The draft budget makes many significant changes:
e Audit support is reduced and a new threshold will be proposed.
e The Community Leadership Institute is deleted and will be continued only if
external funding is secured.
e Neighborhood representative elections will be run by NRP staff

On November 24, 2008 the Policy Board passed the following resolution:

RESOLVED: That the Minneapolis Neighborhood Revitalization Program (NRP) Policy
Board (Board) approves and adopts the Neighborhood Revitalization Program
Administrative Budget for Fiscal Year 2009, in the amount of $1,428,620 as detailed in
“Attachment A" to the Directors Administrative Budget Proposal memorandum of
November 19, 2008 which is incorporated herein by reference;

RESOLVED FURTHER: That the Board authorizes the Director to spend up to
$1,428,620 in FY 2009 on administrative expenses generally in accordance with
Attachment A, with total expenditures in the “Compensation” (4000-4900 and 7800-
7860 account codes) and “Non-Compensation” categories to be limited to the amounts
indicated in that budget, but with discretion to adjust amounts among the specific “Non-
Compensation” line items as needed and between “Compensation” and the “Non-
Compensation” category for “Professional Services” without further approval from this
Board; and appropriates $1,428,620 of NRP Program Moneys for administrative
expenditures in 2009;
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RESOLVED FURTHER, That the Director is hereby authorized and directed to request
that the City Council, City of Minneapolis, appropriate $ 1,428,620 to Fund CNR0-890-
3550 for the purposes herein authorized, and to request that CPED immediately transfer
$1,428,620 to the NRP’s City of Minneapolis Fund 230; and,

RESOLVED FURTHER, That the Director is hereby authorized to negotiate and sign
any Professional Services Agreements or Memorandums of Understanding needed to
secure the services in “Attachment B" to the November 19, 2008 Administrative Budget
Proposal memorandum.

Pursuant to this resolution, | make the following recommendations for consideration by
your committees:

Recommendation:

(1) Approve the 2008 NRP Administrative Budget attached to this report in
accordance with “Attachment A”;

(2) Amend the City of Minneapolis 2008 General Appropriation Resolution by
increasing the Community Planning & Economic Development Department
(CPED) agency Fund CNR—NRP Program Fund (CNRO-890-3550)
appropriation by $1,670,501 and request that CPED immediately transfer
$1,670,501 to the NRP’s City of Minneapolis Fund 230;

(3) Authorize the appropriate City officers to enter into any contracts or
agreements needed to implement this request.

Sincerely,

Robert D. Miller
Director
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