South St. Paul
JOINT WORKSESSION COUNCIL
SSP City Hall
125 3rd Avenue North
Training room
Monday, June 22, 2020
7:00 pm
Please be advised that the regular meeting location is City Hall Training Room
located at 125 3rd Ave. N., South St. Paul, but pursuant to Minn. Stat. 13D.021,
under the current emergency declaration due to the COVID-19 health pandemic,
some or all of the council members may participate in remote locations using
WebEx. Please be advised that City Hall is closed to the public, therefore, any
member of the public wishing to monitor the meeting may do so electronically by
logging in as follows:

WebEx Meeting
For the Public
Join by phone: 1-312-535-8110
Access Code: 133 891 9970
AGENDA:
1. Presentation of the 2019 Financial Report – MMKR Jackie Huegel
2. Concord Project
• Streetscape Project
• Sidewalk Snowplowing
3. Central Square Community Center and Senior Center Operation Discussion
4. Alternative Energy (Solar) Ordinance Discussion
5. Council Comments/Questions

COUNCIL WORKSESSION REPORT

A

DATE: June 22, 2020
DEPARTMENT: Finance
PREPARED BY: Clara Hilger
ADMINISTRATOR: JRH

1

AGENDA ITEM: Presentation of the City Comprehensive Annual Financial Report (CAFR)
for the year ended December 31, 2019 by Jackie Huegel, Principal, MMKR
DESIRED MEETING OUTCOMES:

•

Presentation of the CAFR by the audit firm with discussion to follow. Acceptance of the
CAFR will be on the Council Agenda for June 29, 2020

OVERVIEW:
At the close of each fiscal year, the City’s chief financial officer must prepare a financial report
covering the City’s operations during that fiscal year. The report must use generally accepted
accounting principles (GAAP) to present financial statements and disclosures that fully portray the
City’s financial position and the results of City operations.
The EDA and HRA are now blended component units of the city and their funds are incorporated
into the City’s CAFR. A separate financial report on the low rent housing programs was issued
only to satisfy HUD reporting requirements.
In accordance with Minnesota Statutes Section 471.697, staff and Jackie Huegel, CPA, Principal
with Malloy, Montague, Karnowski, Radosevich & Co. (MMKR), will present the December 31,
2020 Audited Financial Reports (Comprehensive Annual Financial Report, related Management
Report, and Special Purpose Audit Reports) tonight.
A full electronic copy of the audit report can be found on the City of South St. Paul Website –
www.southstpaul.org – Departments & Services – Finance – Financial Reports.
SOURCE OF FUNDS:
N/A
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CITY OF SOUTH ST. PAUL
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2019

Federal Grantor/Pass-Through Grantor/Program Title
U.S. Department of Housing and Urban Development
Direct program
Public and Indian Housing
Direct program
Congregate Housing Services Program
Direct program
Public Housing Capital Fund

Federal
Expenditures

Federal
CFDA No.

14.850

U.S. Department of Justice
Direct program
Bulletproof Vest Partnership Program
Passed through the City of Burnsville
Edward Byrne Memorial Justice Assistance Grant Program
U.S. Department of Transportation
Passed through the Minnesota Department of Public Safety
Highway Safety Cluster
State and Community Highway Safety
National Priority Safety Programs
Subtotal for Highway Safety Cluster
Minimum Penalties for Repeat Offenders for
Driving While Intoxicated
Passed through the Minnesota Department of Transportation
Airport Improvement Program
Highway Planning and Construction
Institute of Museum and Library Services
Passed through the Minnesota Department of Education
Grants to States

$

869,775

14.170

187,894

14.872

188,554

16.607

771

16.738

15,758

20.600
20.616

$

2,390
2,274
4,664

20.608

5,746

20.106
20.205

89,470
287,200

45.310

7,301

Total federal awards

$ 1,657,133

Note 1:

The Schedule of Expenditures of Federal Awards is prepared on the accrual basis of accounting. The information
in this schedule is presented in accordance with the U.S. Office of Management and Budget’s Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards. Therefore, some
amounts presented in this schedule may differ from the amounts presented in, or used in the preparation of, the
City’s basic financial statements.

Note 2:

All pass-through entities listed above use the same CFDA numbers as the federal grantors to identify these grants,
and have not assigned any additional identifying numbers.

Note 3:

The City did not elect to use the 10 percent de minimis indirect cost rate.
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council and Management
City of South St. Paul, Minnesota
We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of South
St. Paul, Minnesota (the City) as of and for the year ended December 31, 2019, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements, and have issued our
report thereon dated June 15, 2020.
INTERNAL CONTROL OVER FINANCIAL REPORTING
In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the City’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the City’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
(continued)
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COMPLIANCE AND OTHER MATTERS
As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.
PURPOSE OF THIS REPORT
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this report is not suitable for any other purpose.

Minneapolis, Minnesota
June 15, 2020

-3-

PRINCIPALS
Thomas A. Karnowski, CPA
Paul A. Radosevich, CPA
William J. Lauer, CPA
James H. Eichten, CPA
Aaron J. Nielsen, CPA
Victoria L. Holinka, CPA/CMA
Jaclyn M. Huegel, CPA
Kalen T. Karnowski, CPA

C E R T I F I E D PUBLIC
A C C O U N TA N T S

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL
OVER COMPLIANCE; AND REPORT ON THE SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

To the City Council and Management
City of South St. Paul, Minnesota

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
We have audited the City of South St. Paul, Minnesota’s (the City) compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget Compliance Supplement that could
have a direct and material effect on each of the City’s major federal programs for the year ended
December 31, 2019. The City’s major federal programs are identified in the Summary of Audit Results
section of the accompanying Schedule of Findings and Questioned Costs.
MANAGEMENT’S RESPONSIBILITY
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.
AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion on compliance for each of the City’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of the City’s compliance.

(continued)
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BASIS FOR QUALIFIED OPINION ON PUBLIC AND INDIAN HOUSING
As described in the accompanying Schedule of Findings and Questioned Costs, the City did not comply
with the Public and Indian Housing requirements for eligibility reported as finding 2019-001 and for special
tests and provisions reported as finding 2019-003. Compliance with such requirements is necessary, in our
opinion, for the City to comply with the requirements applicable to that program.
QUALIFIED OPINION ON PUBLIC AND INDIAN HOUSING
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the
City complied, in all material respects, with the types of compliance requirements referred to on the
previous page that could have a direct and material effect on Public and Indian Housing for the year ended
December 31, 2019.
REPORT ON INTERNAL CONTROL OVER COMPLIANCE
Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to on the previous page. In planning and
performing our audit of compliance, we considered the City’s internal control over compliance with the
types of requirements that could have a direct and material effect on each major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing
an opinion on compliance for each major federal program, and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.
Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be material weaknesses and
significant deficiencies.
A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. We consider the deficiency in internal control
over compliance described in the accompanying Schedule of Findings and Questioned Costs as
finding 2019-001 to be a material weakness.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program
that is less severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance. We consider the deficiencies in internal control over
compliance described in the accompanying Schedule of Findings and Questioned Costs as findings
2019-002 and 2019-003 to be significant deficiencies.

(continued)
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CITY’S RESPONSES TO FINDINGS
The City’s responses to the internal control over compliance findings identified in our audit are described
in the accompanying Schedule of Findings and Questioned Costs. The City’s responses were not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on
them.
PURPOSE OF THIS REPORT
The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.
REPORT ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM
GUIDANCE
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City as of and for the year ended
December 31, 2019, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements. We issued our report thereon dated June 15, 2020, which contained unmodified
opinions on those financial statements. Our audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the basic financial statements. The accompanying Schedule
of Expenditures of Federal Awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Minneapolis, Minnesota
June 15, 2020
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

INDEPENDENT AUDITOR’S REPORT
ON MINNESOTA LEGAL COMPLIANCE

To the City Council and Management
City of South St. Paul, Minnesota
We have audited, in accordance with auditing standards generally accepted in the United States of America,
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of South
St. Paul, Minnesota (the City) as of and for the year ended December 31, 2019, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements, and have issued our
report thereon dated June 15, 2020.
MINNESOTA LEGAL COMPLIANCE
In connection with our audit, nothing came to our attention that caused us to believe that the City failed to
comply with the provisions of the contracting and bidding, deposits and investments, conflicts of interest,
public indebtedness, claims and disbursements, miscellaneous provisions, and tax increment financing
sections of the Minnesota Legal Compliance Audit Guide for Cities, promulgated by the State Auditor
pursuant to Minnesota Statutes § 6.65, except as described in the Schedule of Findings and Questioned
Costs as finding 2019-004. However, our audit was not directed primarily toward obtaining knowledge of
such noncompliance. Accordingly, had we performed additional procedures, other matters may have come
to our attention regarding the City’s noncompliance with the above referenced provisions, insofar as they
relate to accounting matters.
CITY’S RESPONSE TO FINDING
The City’s response to the legal compliance finding identified in our audit has been included in the Schedule
of Findings and Questioned Costs. The City’s response was not subject to the auditing procedures applied
in our audit of the financial statements and, accordingly, we express no opinion on it.
PURPOSE OF THIS REPORT
The purpose of this report is solely to describe the scope of our testing of compliance and the results of that
testing, and not to provide an opinion on compliance. Accordingly, this report is not suitable for any other
purpose.

Minneapolis, Minnesota
June 15, 2020
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CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs
Year Ended December 31, 2019

A. SUMMARY OF AUDIT RESULTS
This summary is formatted to provide federal granting agencies and pass-through agencies answers to
specific questions regarding the audit of federal awards.
Financial Statements
What type of auditor’s report is issued?

X

Unmodified
Qualified
Adverse
Disclaimer

Internal control over financial reporting:
Material weakness(es) identified?

Yes

X

No

Significant deficiency(ies) identified?

Yes

X

None reported

Yes

X

No

Noncompliance material to the financial statements noted?
Federal Awards
Internal controls over major federal award programs:
Material weakness(es) identified?

X

Yes

No

Significant deficiency(ies) identified?

X

Yes

None reported

Type of auditor’s report issued on compliance for major programs?
X

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)?

X

Yes

Unmodified
Qualified
Adverse
Disclaimer

No

Programs tested as major programs:
Program or Cluster

CFDA No.

U.S. Department of Housing and Urban Development
Public and Indian Housing

14.850

Threshold for distinguishing type A and B programs:

$

Does the auditee qualify as a low-risk auditee?

750,000
X
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Yes

No

CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2019

B. FINANCIAL STATEMENT FINDINGS
None.

C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
MATERIAL WEAKNESS IN INTERNAL CONTROL OVER COMPLIANCE AND REPORTABLE INSTANCES OF
NONCOMPLIANCE – U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD) PUBLIC AND
INDIAN HOUSING – CFDA NO. 14.850
2019-001

Internal Control and Compliance With Federal Eligibility Requirements
Criteria – 24 CFR § 960. Management is responsible for establishing and maintaining effective
internal control over compliance with requirements applicable to federal programs, including
eligibility requirements applicable to the Public and Indian Housing federal program.
Condition – During our audit, we noted that the City of South St. Paul (the City) did not have
sufficient controls in place within the Public and Indian Housing federal program to assure
compliance with federal eligibility requirements, which resulted in noncompliance. For 10 of
40 tenant files tested, the City did not complete a re-examination for the current year. For 3 of
40 tenant files tested, the City had no HUD Form 50058 to support the rent recalculation
completed. For 2 of 40 tenant files tested, information used on the HUD Form 50058 was not
supported by documentation leading to incorrect rent calculations. In testing these tenant files,
it was also noted that annual re-examinations were not completed timely in the current year.
Questioned Costs – $29,364.
Context – The condition applies to eligibility requirements as noted above.
Cause – This was an oversight by city personnel.
Repeat Finding – This is a current year finding.
Effect – Noncompliance with the eligibility requirements could be viewed as a violation of the
award agreement and could result in tenants being charged an incorrect amount of rent.
Recommendation – We recommend that the City review its internal control procedures
relating to eligibility requirements for all federal programs. The City should verify compliance
with federal eligibility procedures, including a timely and accurate re-examination of tenant
files to ensure the correct amount of rent is being charged.
View of Responsible Official and Planned Corrective Actions – The City agrees with the
finding. The City has separately issued a Corrective Action Plan related to this finding.
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CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2019

C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (CONTINUED)
SIGNIFICANT DEFICIENCY IN INTERNAL CONTROL OVER COMPLIANCE – U.S. DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT (HUD) PUBLIC AND INDIAN HOUSING – CFDA NO. 14.850
2019-002

Internal Control Over Compliance With Federal Procurement, Suspension, and
Debarment Requirements
Criteria – 2 CFR § 180. Management is responsible for establishing and maintaining effective
internal control over compliance with requirements applicable to federal program expenditures,
including procurement, suspension, and debarment requirements applicable to the Public and
Indian Housing federal program.
Condition – During our audit, we noted that the City did not have sufficient controls in place
within the Public and Indian Housing federal program to assure that it was not contracting for
goods or services with parties that are suspended or debarred, or whose principals are
suspended or debarred from participating in contracts involving the expenditures of federal
program funds.
Questioned Costs – None. Our testing did not indicate any instances of noncompliance with
these requirements.
Context – The condition applies to procurement, suspension, and debarment requirements as
noted above.
Cause – This was an oversight by city personnel.
Repeat Finding – This is a current year and prior year finding.
Effect – Noncompliance with the procurement, suspension, and debarment requirements could
result in the City expending federal funds with vendors that are not eligible to be parties to such
transactions, which could be viewed as a violation of the award agreement.
Recommendation – We recommend that the City review its internal control procedure relating
to procurement, suspension, and debarment for all federal programs. Internal controls over
compliance for this area should include verification that any vendor with which the City
contracts for goods or services exceeding $25,000 is not listed as suspended or debarred on the
federal Excluded Parties List System website.
View of Responsible Official and Planned Corrective Actions – The City agrees with the
finding. The City has separately issued a Corrective Action Plan related to this finding.
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CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2019

C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (CONTINUED)
SIGNIFICANT DEFICIENCY IN INTERNAL CONTROL OVER COMPLIANCE AND REPORTABLE INSTANCES
OF NONCOMPLIANCE – U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD) PUBLIC
AND INDIAN HOUSING – CFDA NO. 14.850
2019-003

Internal Control and Compliance With Special Tests and Provisions Requirements
Criteria – 24 CFR § 960. Management is responsible for establishing and maintaining effective
internal control over compliance with requirements applicable to federal programs, including
special tests and provisions requirements applicable to the Public and Indian Housing federal
program.
Condition – During our audit, we noted that the City did not have sufficient controls in place
within the Public and Indian Housing federal program to assure compliance with federal special
tests and provisions requirements, which resulted in noncompliance. The City did not have
proper controls in place regarding the waiting list and no historical records were maintained to
verify new tenants were placed into housing based on approved policies.
Questioned Costs – Not applicable.
Context – The condition applies to special tests and provisions requirements as noted above.
Cause – This was an oversight by city personnel.
Repeat Finding – This is a current year finding.
Effect – Noncompliance with the special tests and provisions requirements could be viewed as
a violation of the award agreement and result in tenants being placed into housing incorrectly
based on their rank on the waiting list.
Recommendation – We recommend that the City review its internal control procedures
relating to special tests and provisions requirements for all federal programs. The City should
verify compliance with federal special tests and provisions procedures, including maintaining
a historical waiting list to ensure tenants are being properly placed into housing.
View of Responsible Official and Planned Corrective Actions – The City agrees with the
finding. The City has separately issued a Corrective Action Plan related to this finding.
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CITY OF SOUTH ST. PAUL
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2019

D. MINNESOTA LEGAL COMPLIANCE FINDINGS
2019-004

WITHHOLDING AFFIDAVIT
Criteria – Minnesota Statutes § 270C.66.
Condition – Before making final settlement with any contractor under a contract requiring the
employment of employees for wages by said contractor or subcontractors, the City must obtain
a certificate by the Commissioner of Revenue that the contractor or subcontractor has complied
with the withholding requirements of Minnesota Statutes § 290.92 (either by obtaining a
Commissioner of Revenue Form IC134 or a Contractor’s Withholding Affidavit). The City did
not obtain the required certificate for one contract completed during 2019.
Questioned Costs – Not applicable.
Context – One of two contracts tested was not in compliance.
Cause – This was an oversight by city personnel.
Repeat Finding – This is a current year finding.
Effect – The City did not obtain the required documentation of either a Commissioner of
Revenue Form IC134 or a Contractor’s Withholding Affidavit as required by state statutes prior
to making final settlement.
Recommendation – We recommend that the City review its policies and procedures to ensure
future compliance with this statute.
View of Responsible Official and Planned Corrective Actions – The City agrees with the
finding. The City has separately issued a Corrective Action Plan related to this finding.
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C E R T I F I E D PUBLIC
A C C O U N TA N T S

To the City Council and Management
City of South St. Paul, Minnesota

We have prepared this management report in conjunction with our audit of the City of South St. Paul,
Minnesota’s (the City) financial statements for the year ended December 31, 2019. We have organized
this report into the following sections:
•
•
•
•
•
•

Audit Summary
Governmental Funds Overview
Enterprise Funds Overview
Government-Wide Financial Statements
Legislative Updates
Accounting and Auditing Updates

We would be pleased to further discuss any of the information contained in this report or any other
concerns that you would like us to address. We would also like to express our thanks for the courtesy and
assistance extended to us during the course of our audit.
The purpose of this report is solely to provide those charged with governance of the City, management,
and those who have responsibility for oversight of the financial reporting process comments resulting
from our audit process and information relevant to city finances in Minnesota. Accordingly, this report is
not suitable for any other purpose.

Minneapolis, Minnesota
June 15, 2020
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AUDIT SUMMARY
The following is a summary of our audit work, key conclusions, and other information that we consider
important or that is required to be communicated to the City Council, administration, or those charged
with governance of the City.
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED
STATES OF AMERICA, GOVERNMENT AUDITING STANDARDS, AND TITLE 2 U.S. CODE OF FEDERAL
REGULATIONS PART 200, UNIFORM ADMINISTRATIVE REQUIREMENTS, COST PRINCIPLES, AND
AUDIT REQUIREMENTS FOR FEDERAL AWARDS (UNIFORM GUIDANCE)
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City as of and for the year ended
December 31, 2019. Professional standards require that we provide you with information about our
responsibilities under auditing standards generally accepted in the United States of America, Government
Auditing Standards, and the Uniform Guidance, as well as certain information related to the planned
scope and timing of our audit. We have communicated such information to you verbally and in our audit
engagement letter. Professional standards also require that we communicate the following information
related to our audit.
PLANNED SCOPE AND TIMING OF THE AUDIT
We performed the audit according to the planned scope and timing previously discussed and coordinated
in order to obtain sufficient audit evidence and complete an effective audit.
AUDIT OPINION AND FINDINGS
Based on our audit of the City’s financial statements for the year ended December 31, 2019:
•

We have issued an unmodified opinion on the City’s basic financial statements. Our report
included a paragraph emphasizing the City’s implementation of Governmental Accounting
Standards Board (GASB) Statement No. 84, Fiduciary Activities during the year ended
December 31, 2019. Our opinion was not modified with respect to this matter.

•

We reported no deficiencies in the City’s internal control over financial reporting that we
considered to be material weaknesses.

•

The results of our testing disclosed no instances of noncompliance required to be reported under
Government Auditing Standards.

•

We reported that the Schedule of Expenditures of Federal Awards is fairly stated, in all material
respects, in relation to the basic financial statements.

•

The results of our testing noted instances of noncompliance with requirements that could have a
direct and material effect on each of its major federal programs:
1. We noted instances of noncompliance with eligibility requirements applicable to the
Public and Indian Housing federal program. For certain tenant files tested, the City did
not complete a re-examination for the current year, did not obtain HUD Form 50058 to
support the rent recalculations, and information used on the HUD Form 50058 was not
supported by documentation leading to incorrect rent calculations. In testing tenant files,
it was also noted that annual re-examinations were not completed timely in the current
year.
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2. We noted instances of noncompliance with special tests and provisions requirements
applicable to the Public and Indian Housing federal program regarding the waiting list
and historical records being maintained.
•

The results of our testing noted three matters involving internal controls over compliance and its
operation. We considered one of these matters to be a material weakness and two of these matters
to be significant deficiencies in our testing of major federal programs:
1. During our audit, we noted the City did not have sufficient controls in place within the
Public and Indian Housing federal program to assure that annual re-examinations were
completed, that HUD Form 50058 was obtained to support the rent recalculations, and
that information used on the HUD Form 50058 was supported by documentation,
resulting in a material weakness. In testing tenant files, it was also noted that annual
re-examinations were not completed timely in the current year.
2. During our audit, we noted the City did not have sufficient controls in place within the
Public and Indian Housing federal program to assure that it was not contracting for goods
or services with parties that are suspended or debarred, or whose principals are suspended
or debarred from participating in contracts involving the expenditures of federal program
funds, resulting in a significant deficiency.
3. During our audit, we noted the City did not have sufficient controls in place within the
Public and Indian Housing federal program to assure historical waiting list records were
maintained and new tenants were placed into housing based on approved policies,
resulting in a significant deficiency.

•

We reported one finding based on our testing of the City’s compliance with Minnesota laws and
regulations:
1. For one contract selected for testing that was completed during the 2019 fiscal year, the
statutory requirement to obtain a Form IC 134 or Contractor’s Withholding Affidavit
prior to making the final payment to a contractor, was not met.

OTHER OBSERVATIONS AND RECOMMENDATIONS
Impact of Novel Coronavirus (COVID-19)
Shortly after the end of the 2019 fiscal year, the onset of the novel coronavirus (COVID-19) pandemic
caused substantial volatility in economic conditions and tremendous disruption in the way governments,
businesses, and individuals function. Minnesota cities may experience the impact of this pandemic in a
myriad of financial areas, such as: declines in investment rates of return, cash flow issues, increased
utility billing and property tax delinquencies, significant increases in the number and frequency of
employees working remotely, challenges in processing general and payroll disbursements, disruption of
prescribed internal control procedures, delays in internal and external financial reporting, and new
compliance requirements attached to potential federal relief subsidies. As your city adapts to the new
normal of municipal operations in a post-COVID-19 world, the assessment of and responses to new risks
that may accompany operational changes will be critical to the safeguarding of city resources and sound
financial stewardship. We encourage management and governance to include a robust financial risk
assessment process when planning responses to these challenges, and to reassess and adapt internal
controls over financial transactions and reporting to align with significant changes made to daily
operations, even those intended to be temporary.
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Payroll Declaration
Minnesota Statutes require that whenever work for which wages are to be paid, the clerk shall keep a
payroll giving the name of each employee and the number of hours or days worked by each. The
timekeeper, supervisor, or other officers or employee having knowledge of the facts shall sign a
declaration that the facts recited on the payroll are correct to the best of the declarant’s information and
belief. During out audit, we noted instances when this declaration was not obtained.
Accounts Payable and Disbursement Process
Management is responsible for establishing and maintaining effective internal controls over the accounts
payable and general disbursement process. During the audit, it was noted that the City does have controls
properly designed over the disbursement transaction cycle. During out audit, we noted instances where
these controls were not followed by employees completing this process. We recommend that the City
review general disbursement internal controls and procedures with their employees, reiterate the
importance of these controls, and monitor these controls are being properly implemented.
Collateral
Minnesota Statutes require for collateral held that is a general obligation of a state or local government
that it must be rated “A” or better by a national bond rating service. This requirement was not met for a
portion of the City’s pledged collateral; however, the City’s deposits were still properly collateralized per
Minnesota Statutes without this pledged security. We recommend that the City review its pledged
collateral to ensure it follows requirements of Minnesota Statutes.
FOLLOW-UP ON PRIOR YEAR FINDINGS AND RECOMMENDATIONS
As a part of our audit of the City’s financial statements for the year ended December 31, 2019, we
performed procedures to follow-up on the findings and recommendations that resulted from our prior year
audit. We reported the following findings that were corrected by the City in the current year:
•

During the prior year audit, we noted the City’s governing body did not annually delegate the
authority to make electronic funds transfers to a designated business administrator or chief
financial officer or the officer’s designee, as required by Minnesota Statutes. We are pleased to
report this is not a finding in the current year.

•

During the prior year audit, we noted the City had invested in one mutual fund that is not rated in
one of the two highest risk rating categories by at least one nationally recognized rating
organization as required by Minnesota Statutes. We are pleased to report this is not a finding in
the current year.
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SIGNIFICANT ACCOUNTING POLICIES
Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the City are described in Note 1 of the notes to basic financial statements.
No new accounting policies were adopted and the application of existing policies was not changed during
the year ended December 31, 2019; however, the City implemented the following governmental
accounting standards during the fiscal year:
•

GASB Statement No. 83, Certain Asset Retirement Obligations, which addressed accounting and
financial reporting for certain asset retirement obligations, which are legally enforceable
liabilities associated with the retirement of a tangible capital asset.

•

GASB Statement No. 84, Fiduciary Activities, which established new criteria for identifying and
reporting fiduciary activities.

•

GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and
Direct Placements, which improved and clarified the information to be disclosed in notes to
government financial statements related to debt, including direct borrowings and direct
placements.

•

GASB Statement No. 90, Majority Equity Interest—an amendment of GASB Statements No. 14
and No. 61, which improved the consistency and comparability of reporting a government’s
majority equity interest in a legally separate organization and the relevance of financial statement
information for certain component units.

We noted no transactions entered into by the City during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the
proper period.
ACCOUNTING ESTIMATES AND MANAGEMENT JUDGMENTS
Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements, and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were:
•

Other Post-Employment Benefits (OPEB) and Pension Liabilities – The City has recorded
liabilities and activity for pension benefits and OPEB. These obligations are calculated using
actuarial methodologies described in GASB Statement Nos. 68 and 75. These actuarial
calculations include significant assumptions, including projected changes, healthcare insurance
costs, investment returns, retirement ages, proportionate share, and employee turnover.

•

Depreciation – Management’s estimates of depreciation expense are based on the estimated
useful lives of the assets.

•

Land Held for Resale – These assets are stated at net realizable value based on management’s
estimates.

•

Compensated Absences – Management’s estimates are based on current rates of pay.

•

Self-Insurance – Management’s estimates of self-insurance reserves are based on the estimated
liability for incurred, but not reported claims.
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We evaluated the key factors and assumptions used by management to develop these accounting estimates
in determining that they are reasonable in relation to the basic financial statements taken as a whole.
Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The disclosures included in the notes to the basic financial statements related to OPEB
and pension benefits are particularly sensitive, due to the materiality of the liabilities, and the large and
complex estimates involved in determining the disclosures.
The financial statement disclosures are neutral, consistent, and clear.
DISAGREEMENTS WITH MANAGEMENT
For purposes of this report, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT
We encountered no significant difficulties in dealing with management in performing and completing our
audit.
MANAGEMENT REPRESENTATIONS
We have requested certain representations from management that are included in the management
representation letter dated June 15, 2020.
CORRECTED AND UNCORRECTED MISSTATEMENTS
Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. There were no misstatements detected as a result of audit procedures that were material,
either individually or in the aggregate, to each opinion unit’s financial statements taken as a whole.
MANAGEMENT CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS
In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the City’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.
OTHER AUDIT FINDINGS OR ISSUES
We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the City’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.
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OTHER MATTERS
We applied certain limited procedures to the management’s discussion and analysis (MD&A), budgetary
comparison schedules for the General Fund and major special revenue funds, and the pension and
OPEB-related required supplementary information (RSI) that supplements the basic financial statements.
Our procedures consisted of inquiries of management regarding the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We did not audit the RSI and do not express an opinion or provide any assurance on the RSI.
We were engaged to report on the supplementary information accompanying the financial statements and
the separately issued Schedule of Expenditures of Federal Awards, which are not RSI. With respect to this
supplementary information, we made certain inquiries of management and evaluated the form, content,
and methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not changed
from the prior period, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.
We were not engaged to report on the introductory or statistical sections, which accompany the financial
statements, but are not RSI. Such information has not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.
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GOVERNMENTAL FUNDS OVERVIEW
This section of the report provides you with an overview of the financial trends and activities of the City’s
governmental funds, which includes the General, special revenue, debt service, and capital project funds.
These funds are used to account for the basic services the City provides to all of its citizens, which are
financed primarily with property taxes. The governmental fund information in the City’s financial
statements focuses on budgetary compliance and the sufficiency of each governmental fund’s current
assets to finance its current liabilities.
PROPERTY TAXES
Minnesota cities rely heavily on local property tax levies to support their governmental fund activities.
For the 2018 fiscal year, local ad valorem property tax levies provided 41.5 percent of the total
governmental fund revenues for cities over 2,500 in population, and 36.7 percent for cities under 2,500 in
population. Total property taxes levied by all Minnesota cities for taxes payable in 2019 increased
5.6 percent from the prior year.
The total tax capacity value of property in Minnesota cities increased about 7.1 percent for the 2019 levy
year. The tax capacity values used for levying property taxes are based on the assessed market values for
the previous fiscal year (e.g., tax capacity values for taxes levied in 2019 were based on assessed market
values as of January 1, 2018), so the trend of change in these tax capacity values lags somewhat behind
the housing market and economy in general.
The City’s estimated market value increased 9.6 percent in 2018 and 6.0 percent in 2019. The following
graph shows the City’s changes in estimated market value over the past 10 years:
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Tax capacity is considered the actual base available for taxation. It is calculated by applying the state’s
property classification system to each property’s market value. Each property classification, such as
commercial or residential, has a different calculation and uses different rates. Consequently, a city’s total
tax capacity will change at a different rate than its total market value, as tax capacity is affected by the
proportion of its tax base that is in each property classification from year-to-year, as well as legislative
changes to tax rates. The City’s tax capacity increased 9.3 percent for taxes payable in 2018 and increased
6.1 percent for taxes payable in 2019.
The following graph shows the City’s change in tax capacities over the past 10 years:
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The following table presents the average tax rates applied to city residents for each of the last three levy
years:
Rates Expressed as a Percentage of Net Tax Capacity

City of South St. Paul
2017
2018
2019
Average tax rate
City

63.9

64.0

64.6

County

25.4

24.1

23.0

School

35.9

31.4

29.6

9.2

8.1

8.2

134.4

127.6

125.4

Special taxing
Total

The total average tax rate decreased from the prior year. The City and special taxing rates were consistent
with the prior year and the county and school rates decreased.
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GOVERNMENTAL FUNDS REVENUE AND EXPENDITURES
The following table presents the per capita revenue of the City’s governmental funds for the past
three years, along with state-wide averages.
We have included the most recent comparative state-wide averages available from the Office of the State
Auditor to provide a benchmark for interpreting the City’s data. The amounts received from the typical
major sources of governmental fund revenue will naturally vary between cities based on factors such as a
city’s stage of development, location, size and density of its population, property values, services it
provides, and other attributes. It will also differ from year-to-year due to the effect of inflation and
changes in its operation. Also, certain data on these tables may be classified differently than how they
appear in the City’s financial statements in order to be more comparable to the state-wide information,
particularly in separating capital expenditures from current expenditures.
We have designed this section of our management report using per capita data in order to better identify
unique or unusual trends and activities of the City. We intend for this type of comparative and trend
information to complement, rather than duplicate, information in the MD&A. An inherent difficulty in
presenting per capita information is the accuracy of the population count, which for most years is based
on estimates.
Governmental Funds Revenue per Capita
With State-Wide Averages by Population Class

Year
Population
Property taxes
Tax increments
Franchise and other taxes
Special assessments
Licenses and permits
Intergovernmental revenues
Charges for services
Other
Total revenue

State-Wide
December 31, 2018
2,500–10,000 10,000–20,000 20,000–100,000

City of South St. Paul
2017
2018
2019
20,407
20,598
20,487

$

495
28
41
53
38
303
130
97

$

472
27
48
40
35
271
102
78

$

493
43
50
57
47
157
112
49

$ 563
78
47
40
28
264
221
31

$ 606
81
60
47
25
315
228
45

$ 648
89
59
50
22
295
206
53

$

1,185

$

1,073

$

1,008

$ 1,272

$ 1,407

$ 1,422

The City’s governmental fund revenues for 2019 were $29,121,436, an increase of $146,025 (0.5 percent)
from the prior year. On a per capita basis, the City received $1,422 in governmental fund revenue for
2019, which is an increase of $15 from the prior year. The majority of this increase was in property taxes.
Property tax revenue increased $42 per capita from the prior year, due to the increased tax levy. This
increase was partially offset by the decrease in charges for services and intergovernmental revenues.
Charges for services decreased $22 per capita, due mainly to a decrease in engineering charges.
Intergovernmental revenues decreased $20 per capita, due mainly to a decrease in Municipal State Aid
funding received.
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The expenditures of governmental funds will also vary from state-wide averages and from year-to-year,
based on the City’s circumstances. Expenditures are classified into three types as follows:
•

Current – These are typically the general operating type expenditures occurring on an annual
basis, and are primarily funded by general sources, such as taxes and intergovernmental revenues.

•

Capital Outlay and Construction – These expenditures do not occur on a consistent basis, more
typically fluctuating significantly from year-to-year. Many of these expenditures are
project-oriented, and are often funded by specific sources that have benefited from the
expenditure, such as special assessment improvement projects.

•

Debt Service – Although the expenditures for debt service may be relatively consistent over the
term of the respective debt, the funding source is the important factor. Some debt may be repaid
through specific sources, such as special assessments or redevelopment funding, while other debt
may be repaid with general property taxes.

The City’s expenditures per capita of its governmental funds for the past three years, together with
state-wide averages, are presented in the following table:
Governmental Funds Expenditures per Capita
With State-Wide Averages by Population Class

Year
Population
Current
General government
Public safety
Street maintenance
Parks and recreation
All other
Total current

State-Wide
December 31, 2018
2,500–10,000
10,000–20,000 20,000–100,000

City of South St. Paul
2017
2018
2019
20,407
20,598
20,487

$

$

150
286
135
96
75
742

$

121
272
125
115
74
707

$

104
294
106
104
78
686

94
368
201
137
168
968

$

99
387
300
142
191
1,119

$ 107
411
184
142
201
1,045

Capital outlay
and construction

417

351

307

146

237

399

Debt service
Principal
Interest and fiscal charges
Total debt service

178
41
219

153
39
192

109
29
138

137
41
178

78
37
115

75
43
118

1,131

$ 1,292

$ 1,471

$ 1,562

Total expenditures

$

1,378

$

1,250

$

Total expenditures in the City’s governmental funds for 2019 were $31,991,089, an increase of
$1,715,039 (5.7 percent) from the prior year. On a per capita basis, the City expended a total of $1,562 in
2019, an increase of $91. Current expenditures decreased $74 per capita, mainly in street maintenance,
due to the City portion of a county road street improvement project in the prior year. Capital outlay costs
increased $162 per capita with ongoing street improvement projects and the purchase of two new fire
trucks. The City’s current operating costs are higher than average, due to above average public safety,
street maintenance, parks and recreation, and all other costs.
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GOVERNMENTAL FUND BALANCES
The following table summarizes the changes in the fund balances of the City’s governmental funds during
the years ended December 31, 2018 and 2019, presented both by fund balance classification and by fund:
Governmental Funds Change in Fund Balance

Fund Balance
as of December 31,
2018
2019

Fund balances of governmental funds
Total by classification
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total governmental funds
Total by fund
General
Doug Woog Arena
Airport
Capital Programs
Local Improvements
Other governmental funds
Total governmental funds

$

214,460
9,863,540
4,589,359
6,638,058
1,468,299

$

Change

61,765
11,048,099
4,660,404
5,922,358
3,042,030

$

(152,695)
1,184,559
71,045
(715,700)
1,573,731

$ 22,773,716

$ 24,734,656

$

1,960,940

$ 12,241,018
(1,192,800)
(343,159)
6,279,434
(2,794,829)
8,584,052

$ 12,986,043
(992,831)
(235,586)
5,655,867
(3,642,042)
10,963,205

$

745,025
199,969
107,573
(623,567)
(847,213)
2,379,153

$ 22,773,716

$ 24,734,656

$

1,960,940

In total, the fund balances of the City’s governmental funds increased by $1,960,940 during the year
ended December 31, 2019. Restricted fund balance increased by $1,184,559, mainly in restricted balances
for tax increment financing and debt service in the other governmental funds. Unassigned fund balance
increased by $1,573,731, mainly due to the improved fund balance in the General Fund.
Doug Woog Arena Fund – This fund had an increase in fund balance of $199,969. In seven of the last
eight years, this fund has had to borrow from other funds to fund cash flow needs. The interfund
borrowing totals $1,104,684 at December 31, 2019.
We recommend that the City continue to monitor the financial results in this fund. We also recommend
that the City continue to update the long-range financial plan for this fund, including considering plans for
financing the payback of the interfund borrowing in this fund.
Airport Fund – This fund had an increase in fund balance of $107,573. In seven of the last eight years,
this fund has been able to decrease the amount borrowed from other funds to fund cash flow needs. The
interfund borrowing totals $290,842 at December 31, 2019.
We recommend that the City continue to monitor the financial results in this fund. We also recommend
that the City continue to update the long-range financial plan for this fund, including the completion of
the plan in place for the payback of the interfund borrowing in this fund.
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GENERAL FUND
The City’s General Fund accounts for the financial activity of the basic services provided to the
community. The primary services included within this fund are the administration of the municipal
operation, police and fire protection, building inspection, streets and highway maintenance, and parks and
recreation. The graph below illustrates the change in the General Fund financial position over the last
five years. We have also included a line representing annual expenditures to reflect the change in the size
of the General Fund operation over the same period.

General Fund Financial Position
Year Ended December 31,
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Fund Balance
Cash (Net)
Expenditures

2015
$10,327,228
$9,021,325
$12,249,211

2016
$10,670,986
$9,853,641
$13,236,306

2017
$11,346,811
$10,433,090
$13,989,060

2018
$12,241,018
$11,049,659
$14,997,459

2019
$12,986,043
$12,428,313
$15,852,613

The City’s General Fund cash and investments balance (net of borrowing) at December 31, 2019 was
$12,428,313, an increase of $1,378,654. Total fund balance at December 31, 2019 was $12,986,043,
which is an increase of $745,025 from the prior year.
Having an appropriate fund balance is an important factor in assessing the City’s financial health because
a government, like any organization, requires a certain amount of equity to operate. Generally, the amount
of equity required typically increases as the size of the operation increases. A healthy financial position
allows the City to avoid volatility in tax rates; helps minimize the impact of state funding changes; allows
for the adequate and consistent funding of services, repairs, and unexpected costs; and can be a factor in
determining the City’s bond rating and resulting interest costs.
The City has an approved fund balance policy that states the General Fund will maintain a minimum
unassigned fund balance of 35.0 to 50.0 percent of the subsequent year’s budgeted expenditures. At
December 31, 2019, the City’s General Fund unassigned fund balance was 50.3 percent of the subsequent
year’s budgeted expenditures.
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The following graph reflects the City’s General Fund revenue sources for 2019 compared to budget:
General Fund Revenue
Budget and Actual
Taxes
Intergovernmental

Fines and Forfeits
Charges for Services
Licenses and Permits
All Other

Actual

Budget

General Fund revenue for 2019 was $16,448,942, which was $452,001 (2.8 percent) more than budget.
Other revenues were $256,548 over budget, primarily due to investment income and the change in fair
value of investments, which was the result of better than expected market performance. Tax revenue was
$245,297 over budget, due to excess tax increment received being higher than anticipated. These
variances were offset by charges for services, which was $172,519 under budget, mainly due to
engineering project fees being less than anticipated.
The following graph presents the City’s General Fund revenues by source for the last five years:
General Fund Revenue by Source
Year Ended December 31,
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2015
2016
2017
2018
2019

Taxes

Intergovernmental

$8,543,722
$9,043,616
$9,650,426
$10,749,843
$11,462,162

$2,207,008
$2,198,997
$2,220,948
$2,393,664
$2,419,062

Fines and
Forfeits
$107,954
$113,668
$124,587
$145,917
$165,396

Charges for
Services
$1,549,126
$1,521,078
$1,662,456
$1,763,352
$1,571,529

Licenses
and Permits
$431,735
$420,852
$575,164
$511,687
$458,545

All Other

$192,474
$140,880
$112,584
$106,803
$372,248

Total General Fund revenue for 2019 was $777,676 (5.0 percent) higher than last year, mainly in taxes.
Tax revenues increased by $712,319, mainly due to the increased tax levy.
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The following graph illustrates the components of General Fund spending for 2019 compared to budget:

General Fund Expenditures
Budget and Actual
General Government

Public Safety
Public Works
Community Development
Parks and Recreation

Actual

Budget

General Fund expenditures for 2019 were $15,852,613, which was $284,328 (1.8 percent) under budget.
Expenditures under budget were spread across various functions, with the largest variance in public
safety ($157,980).
The following graph presents the City’s General Fund expenditures by function for the last five years:
General Fund Expenditures by Function
Year Ended December 31,
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$8,000,000
$7,000,000
$6,000,000
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000
$–
2015
2016
2017
2018
2019

General
Government
$1,587,153
$1,699,655
$1,890,751
$2,034,217
$2,158,858

Public Safety

Public Works

$6,883,291
$7,112,206
$7,496,747
$7,981,522
$8,415,628

$2,572,643
$3,016,278
$3,128,663
$3,437,326
$3,656,189

Community
Development
$466,743
$629,190
$668,840
$719,324
$790,857

Parks and
Recreation
$739,381
$778,977
$804,059
$825,070
$831,081

Total General Fund expenditures for 2019 were $855,154 (5.7 percent) higher than the previous year,
mainly due to the increase in the general government, public works, and public safety functions. General
government, public safety, and public works expenditures increased $124,641, $434,106, and $218,863,
respectively, mainly in personal service costs.
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ENTERPRISE FUNDS OVERVIEW
The City maintains several enterprise funds to account for services the City provides that are financed
primarily through fees charged to those utilizing the service. This section of the report provides you with
an overview of the financial trends and activities of the City’s enterprise funds, which includes the Water
and Sewer Utility, Storm Water Utility, Street Light Utility, and Low Rent Housing Funds.
ENTERPRISE FUNDS FINANCIAL POSITION
The following table summarizes the changes in the financial position of the City’s enterprise funds during
the years ended December 31, 2018 and 2019, presented both by classification and by fund:
Enterprise Funds Change in Financial Position

Net Position
as of December 31,
2019
2018
Net position of enterprise funds
Total by classification
Net investment in capital assets
Unrestricted
Total enterprise funds
Total by fund
Water and Sewer Utility
Storm Water Utility
Street Light Utility
Low Rent Housing
Total enterprise funds

Change

$ 24,427,831
5,290,524

$ 25,051,384
8,451,943

$

623,553
3,161,419

$ 29,718,355

$ 33,503,327

$

3,784,972

$ 16,207,534
7,325,279
162,768
6,022,774

$ 19,494,390
7,653,147
250,420
6,105,370

$

3,286,856
327,868
87,652
82,596

$ 29,718,355

$ 33,503,327

$

3,784,972

In total, the net position of the City’s enterprise funds increased $3,784,972 during the year ended
December 31, 2019. The increase was mainly in unrestricted net position in the Water and Sewer Utility
Fund, due to transfers from the Capital Programs Fund and Local Improvements Fund.
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WATER AND SEWER UTILITY FUND
The following graph presents five years of comparative operating results for the City’s Water and Sewer
Utility Fund:

Water and Sewer Utility Fund
Year Ended December 31,
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2015
$5,065,824
$4,541,985
$169,495
$523,839

2016
$5,085,443
$4,613,968
$123,517
$471,475

2017
$5,462,748
$4,764,647
$350,648
$698,101

2018
$5,639,413
$4,847,928
$434,338
$791,485

2019
$5,901,062
$4,709,846
$829,809
$1,191,216

The Water and Sewer Utility Fund ended 2019 with a total net position of $19,494,390, an increase of
$3,286,856 from the prior year. Of this, $13,828,363 represents the net investment in utility distribution
system capital assets, leaving $5,666,027 of unrestricted net position.
Operating revenue in the Water and Sewer Utility Fund was $5,901,062, an increase of $261,649
(4.6 percent) from the prior year, due to the increased rates.
Water and Sewer Utility Fund operating expenses before depreciation for 2019 were $4,709,846, a
decrease of $138,082 (2.8 percent) from the previous year. The largest factor contributing to the change
was a decrease in contractual service costs, due to a sewer relocation project in the prior year.
During fiscal year 2019, this utility operation received transfers from other funds totaling $2,272,158 for
capital projects.
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STORM WATER UTILITY FUND
The following graph presents five years of comparative operating results for the City’s Storm Water
Utility Fund:

Storm Water Utility Fund
Year Ended December 31,
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2015
$434,623
$195,822
$(13,952)
$238,801

2016
$452,255
$267,318
$(89,013)
$184,937

2017
$474,271
$371,387
$(166,240)
$102,884

2018
$469,110
$664,776
$(464,950)
$(195,666)

2019
$538,330
$278,112
$(9,492)
$260,218

The Storm Water Utility Fund ended 2019 with a total net position of $7,653,147, an increase of
$327,868 from the prior year. Of this, $7,419,379 represents the City’s net investment in its storm water
collection system capital assets, leaving an unrestricted net position of $233,768.
Operating revenue in the Storm Water Utility Fund was $538,330, an increase of $69,220 (14.8 percent)
from the prior year, due to the rate increase. Storm Water Utility Fund operating expenses before
depreciation for 2019 were $278,112, a decrease of $386,664 (58.2 percent), mainly in decreased costs in
materials and supplies and contractual services, due to a levee repair project in the prior year.
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STREET LIGHT UTILITY FUND
The following graph presents five years of comparative operating results for the City’s Street Light Utility
Fund:

Street Light Utility Fund
Year Ended December 31,
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$209,767
$219,110
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2016
$217,545
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$9,999

2017
$229,263
$195,081
$34,182

2018
$232,040
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$28,440

2019
$266,185
$184,712
$81,473

The Street Light Utility Fund ended 2019 with a total net position of $250,420, an increase of $87,652
from the prior year. This entire balance represents unrestricted net position.
Street Light Utility Fund operating revenue for fiscal 2019 was $266,185, an increase of $34,145
(14.7 percent) from the prior year, due to the rate increase. Operating expenses for 2019 were $184,712, a
decrease of $18,888 (9.3 percent), mainly due to decreased contractual services costs.
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LOW RENT HOUSING FUND
The following graph presents five years of comparative operating results for the City’s Low Rent Housing
Fund:

Low Rent Housing Fund
Year Ended December 31,
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2015
$2,230,049
$1,606,853
$217,375
$623,196

2016
$2,613,642
$1,640,431
$594,210
$973,211

2017
$2,190,952
$1,684,134
$32,866
$506,818

2018
$2,265,890
$1,663,873
$139,938
$602,017

2019
$2,271,390
$1,969,994
$(154,202)
$301,396

The Low Rent Housing Fund ended 2019 with a total net position of $6,105,370, an increase of $82,596
from the prior year. Of this, $3,803,642 represents the investment in low rent housing capital assets,
leaving $2,301,728 of unrestricted net position.
Operating revenue in the Low Rent Housing Fund was $2,271,390, a slight increase of $5,500
(0.2 percent) from the prior year.
Low Rent Housing Fund operating expenses before depreciation for 2019 were $1,969,994, an increase of
$306,121 (18.4 percent) from the previous year, mainly in increased contractual service costs, due to
outsourcing management of the operations.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS
In addition to fund-based information, the current reporting model for governmental entities also requires
the inclusion of two government-wide financial statements designed to present a clear picture of the City
as a single, unified entity. These government-wide financial statements provide information on the total
cost of delivering services, including capital assets and long-term liabilities.
STATEMENT OF NET POSITION
The Statement of Net Position essentially tells you what the City owns and owes at a given point in time,
the last day of the fiscal year. Theoretically, net position represents the resources the City has leftover to
use for providing services after its debts are settled. However, those resources are not always in spendable
form, or there may be restrictions on how some of those resources can be used. Therefore, the Statement
of Net Position divides the net position into three components:
•

Net Investment in Capital Assets – The portion of net position reflecting equity in capital assets
(i.e., capital assets minus related debt).

•

Restricted Net Position – The portion of net position equal to resources whose use is legally
restricted minus any noncapital-related liabilities payable from those same resources.

•

Unrestricted Net Position – The residual balance of net position after the elimination of net
investment in capital assets and restricted net position.

The following table presents the components of the City’s net position as of December 31, 2018 and
2019, for governmental activities and business-type activities.
As of December 31,
2018
2019
Net position
Governmental activities
Net investment in capital assets
Restricted
Unrestricted
Total governmental activities

$

Business-type activities
Net investment in capital assets
Unrestricted
Total business-type activities
Total net position

52,841,757
10,669,064
4,002,493
67,513,314

$

24,427,831
4,795,461
29,223,292
$

96,736,606

55,251,058
12,010,154
606,645
67,867,857

Change

$

25,051,384
7,973,508
33,024,892
$

100,892,749

2,409,301
1,341,090
(3,395,848)
354,543
623,553
3,178,047
3,801,600

$

4,156,143

Net position for governmental activities increased by $354,543 in 2019, as presented above. The net
investment in capital assets increased $2,409,301 this year, mainly due to the significant amount of
construction activity in the current year. The remaining change in this category of net position typically
depends on the relationship of the rate at which the City is adding capital assets, the rate capital assets are
being depreciated, and how the City finances the purchase and construction of capital assets. The
restricted portion of net position increased $1,341,090, mainly due to the increase in restricted balances
for tax increment financing and debt service. The decrease in unrestricted net position is due to the
continued investment in infrastructure using unrestricted resources of the City.
The change in net position for business-type activities is consistent with our earlier discussion for the
utility operations, which are presented under the same, full accrual, basis of accounting.
-20-

STATEMENT OF ACTIVITIES
The Statement of Activities tracks the City’s yearly revenues and expenses, as well as any other
transactions that increase or reduce total net position. These amounts represent the full cost of providing
services. The Statement of Activities provides a more comprehensive measure than just the amount of
cash that changed hands, as reflected in the fund-based financial statements. This statement includes the
cost of supplies used, depreciation of long-lived capital assets, and other accrual-based expenses.
The following table presents the change in the net position of the City for the years ended December 31,
2018 and 2019:
Net Revenue (Expense)
2018
2019
Net (expense) revenue
Governmental activities
General government
Public safety
Public works
Community development
Parks, arena, and library
Economic development
Transportation
Interest on long-term debt
Business-type activities
Water and sewer utility
Storm sewer utility
Street light utility
Low rent housing

$

(1,234,924)
(7,254,162)
(4,178,161)
144,084
(1,962,392)
(2,373,293)
(414,083)
(673,568)

$

2,262,273
(403,011)
28,440
207,071

Total net (expense) revenue
General revenues
General property taxes
Tax increments
Franchise tax
Unrestricted grants and contributions
Investment income
Gain on sale of capital assets
Total general revenues
Change in net position

$

(1,323,649)
(8,031,647)
(2,658,884)
(163,534)
(1,949,807)
(1,565,504)
(282,325)
(808,727)
1,050,194
125,850
81,473
60,963

(15,851,726)

(15,465,597)

12,537,845
1,704,835
1,231,567
2,523,081
76,052
–
18,073,380

13,308,981
1,846,876
1,202,803
2,530,003
724,620
8,457
19,621,740

2,221,654

$

4,156,143

One of the goals of this statement is to provide a side-by-side comparison to illustrate the difference in the
way the City’s governmental and business-type operations are financed. The table clearly illustrates the
dependence of the City’s governmental operations on general revenues, such as property taxes and
unrestricted grants. It also shows if the City’s business-type activities are generating sufficient program
revenues (service charges and program-specific grants) to cover expenses. This is critical given the
current downward pressures on the general revenue sources.
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LEGISLATIVE UPDATES
The 2019 legislative session began with a projected state general fund surplus of $1.052 billion. The
legislative agenda was primarily focused on setting an operating budget for the state’s fiscal
2020-2021 biennium. At the end of the regular session, only a higher education budget bill had been
completed. However, after a special session, the Legislature was able to address the 11 remaining budget
bills, as well as pass an omnibus tax bill and small pension bill. The following is a brief summary of
specific legislative changes from the 2019 session or previous legislative sessions potentially impacting
Minnesota cities.
Local Government Aid (LGA) – An additional $26 million was added to the appropriation for the city
LGA formula beginning in fiscal 2020, bringing the total state-wide appropriation to $560.4 million. An
additional $4 million was added to the appropriation beginning in fiscal 2021. The LGA distribution
formula for 2020 was altered to provide that a city’s 2020 LGA may not be less than its 2019 aid, and the
cap on maximum aid losses in any year thereafter was modified.
Bonding Bill – The 2019 bonding bill provided financing for approximately $102 million of projects and
funding authorized by the 2018 omnibus bonding bill, which had been legally challenged due to their
reliance on the use of the Environment and Natural Resources Trust Fund to generate appropriation
bonds. The 2019 Legislature changed the funding source for these projects to general obligation bonds,
clearing the way for the projects to go forward. Included in this was $59 million earmarked for city water
and wastewater projects through the state Public Facilities Authority.
Local Option Sales Tax Process – Effective May 1, 2019, the process for cities to enact a local option
sales tax have been modified, requiring special legislation prior to a local referendum vote. Cities must
now adopt a resolution specifying the proposed sales tax rate and time frame for the sales tax. The
resolution must also include a detailed description of the project or projects (up to five) to be funded by
the sales tax, the amount to be raised for each project, and documentation of the regional significance of
each project. The resolution must be submitted to the House and Senate tax committee chairs by
January 31st to be considered for special legislation by the State Legislature. If special legislation is
approved, voter approval must be obtained by referendum at a general election within two years of
legislative approval.
Wage Theft – The Legislature enacted a number of changes in employment law aimed at reducing wage
theft by employers. The changes require employers to provide written notice to new employees of specific
wage information including rate of pay, allowances, paid leave, deductions, days in a pay period, and the
employer’s legal name, address, and phone number. Employers must also provide an earnings statement
that includes similar information. The changes also create new requirements for employer recordkeeping
for hours worked each day and each workweek, and imposes penalties for failure to do so and for refusal
to make the records available for inspection by the Department of Labor.
Written Estimates of Consulting Fees – Effective August 1, 2019, upon request by applicants for a
permit, license, or other approval relating to real estate development or construction, cities are required to
provide a written, nonbinding estimate of consulting fees to be charged to the applicant based on
information available at that time. The related application will not be considered complete until the city
has provided the estimate, received the required application fees, and received the applicant’s signed
acceptance of the fee estimate along with a signed statement that the applicant has not relied on the fee
estimate in its decision to proceed with the application.
Contract Retainage – Effective for contracts entered into August 1, 2019 or later, contract retainage
must be released no later than 60 days after the related construction project reaches substantial completion
as defined by statute. After substantial completion, cities can still withhold amounts equal to,
1) 250 percent of the cost to correct or complete work known at the time of substantial completion, and
2) the greater of $500 or 1 percent of the value of the contract pending the completion of “final
paperwork,” including documents required to fulfill contractual obligations such as operating manuals,
payroll documents for projects subject to prevailing wage requirements, and contractor payroll tax
withholding affidavits. Any resulting reduction in retainage must be passed from the contractor to all
subcontractors at the same rate.
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Driver and Vehicle Registration System (VTRS) – The Legislature selected VTRS, a third party vendor
system, to replace the failed Minnesota Licensing and Registration System (MNLARS). Fees from
driver’s licenses, license plates, and filing fees were increased and a technology surcharge imposed on
vehicle registration renewals to pay for the implementation of VTRS, the decommissioning of MNLARS,
and to temporarily increase the capacity of Driver and Vehicle Services to meet public service needs.
Included in this is $13 million appropriated in 2019 for reimbursement grants to deputy registrars for
costs related to MNLARS. The grants, which would be determined by formula, would require the deputy
registrar accepting the grant to release the state from any further liability or claims related to MNLARS.
Vaping Ordinance Authority – Effective July 1, 2019, cities are allowed to enact and enforce
ordinances with more stringent measures than the Minnesota Clean Indoor Air Act to protect individuals
from involuntary exposure to aerosol or vapor from electronic delivery devices.
Water Connection Fees – Effective January 1, 2020, the annual water connection fees cities are required
to collect on behalf of the Minnesota Department of Health for water testing and support has been
increased from $6.36 to $9.72.
Military Exception to Open Meeting Law – Effective August 1, 2019, members of a public body that
are in the military will be allowed to participate in public meetings via interactive television when they
are at a required drill, deployed, or on active duty. The member may participate under this exception up to
three times a year.
Pension Plan Changes – The 2019 pension bill included several changes to the various pension plans
throughout the state:
• Changes to plans administered by the Public Employees Retirement Association (PERA)
included:
o

The rights of PERA General Employees Retirement Fund (GERF) plan and Public
Employees Police and Fire Fund (PEPFF) plan members to purchase service credit for
periods of military leave were expanded. This gives plan members the right to purchase up to
five years of service credit for military service leave that is not federally protected because
the service occurred prior to public employment or the member did not meet the payment
deadlines applicable to federally protected leave service credit purchases.

o

The Phased Retirement Option (PRO) program, which gives cities an opportunity to retain
potentially retiring employees that are GERF plan members aged 62 or over, was altered and
made permanent. Under a PRO arrangement, an employee would begin collecting a
retirement annuity, but could continue working for their current employer for up to five years
if they agree to a work schedule that represents a reduction of at least 25 percent each pay
period from their current schedule, up to a maximum of 1,044 hours per year. Employees
would not be allowed to contribute to a pension benefit plan or accrue additional service time
while working under a PRO.

o

A process was established for municipalities and joint powers entities to terminate
participation in the PERA Statewide Volunteer Firefighter (SVF) plan if, 1) the entity has
either eliminated its fire department or ceased using the services of all departing firefighters
and any other noncareer or volunteer firefighters, and 2) the entity’s account has assets
sufficient to cover all liabilities including the fully vested liabilities for all departing
firefighters and administrative expenses.
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•

Changes impacting volunteer firefighter relief associations (VRFAs) included:
o

Effective January 1, 2020, vesting schedules for defined contribution plans cannot require
that a member have more than 20 years of active service to become 100 percent vested in the
member’s account, or provide for a larger vesting percentage with respect to the completed
years of service than as provided in the statutory schedule.

o

Effective January 1, 2020, the permitted graded vesting schedule for defined benefit pension
plans is reduced from 20 years to 10 years for full vesting. Also, plans cannot require that a
member have more than 20 years of active service to become 100 percent vested in the
member’s accrued service pension, or provide for a larger vesting percentage with respect to
the completed years of service than as provided in the statutory schedule.

o

Effective January 1, 2020, supplemental benefits are allowed to be paid to designated
beneficiaries or estates when plan members have no surviving spouse or children.
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ACCOUNTING AND AUDITING UPDATES
The following is a summary of GASB standards expected to be implemented in the next few years. Due
to the COVID-19 outbreak, the GASB has delayed the original implementation dates of these and other
standards as described below.
GASB STATEMENT NO. 87, LEASES
A lease is a contract that transfers control of the right to use another entity’s nonfinancial asset as
specified in the contract for a period of time in an exchange or exchange-like transaction. Examples of
nonfinancial assets include buildings, land, vehicles, and equipment. Any contract that meets this
definition should be accounted for under the leases guidance, unless specifically excluded in this
statement.
Governments enter into leases for many types of assets. Under the previous guidance, leases were
classified as either capital or operating depending on whether the lease met any of the four tests. In many
cases, the previous guidance resulted in reporting lease transactions differently than similar nonlease
financing transactions.
The goal of this statement is to better meet the information needs of users by improving accounting and
financial reporting for leases by governments. It establishes a single model for lease accounting based on
the principle that leases are financings of the right to use an underlying asset. This statement increases the
usefulness of financial statements by requiring recognition of certain lease assets and liabilities for leases
that previously were classified as operating leases and recognized as inflows of resources or outflows of
resources based on the payment provisions of the contract.
Under this statement, a lessee is required to recognize a lease liability and an intangible right to use lease
asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency of information about governments’ leasing activities.
To reduce the cost of implementation, this statement includes an exception for short-term leases, defined
as a lease that, at the commencement of the lease term, has a maximum possible term under the lease
contract of 12 months (or less), including any options to extend, regardless of their probability of being
exercised. Lessees and lessors should recognize short-term lease payments as outflows of resources or
inflows of resources, respectively, based on the payment provisions of the lease contract. The
requirements of this statement were originally effective for reporting periods beginning after
December 15, 2019 and are now effective for fiscal years beginning after June 15, 2021.
GASB STATEMENT NO. 91, CONDUIT DEBT OBLIGATIONS
The primary objectives of this statement are to provide a single method of reporting conduit debt
obligations by issuers and eliminate diversity in practice associated with (1) commitments extended by
issuers, (2) arrangements associated with conduit debt obligations, and (3) related note disclosures. This
statement achieves those objectives by clarifying the existing definition of a conduit debt obligation;
establishing that a conduit debt obligation is not a liability of the issuer; establishing standards for
accounting and financial reporting of additional commitments and voluntary commitments extended by
issuers and arrangements associated with conduit debt obligations; and improving required note
disclosures.
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A conduit debt obligation is defined as a debt instrument having all of the following characteristics:
•
•
•
•
•

There are at least three parties involved: (1) an issuer, (2) a third party obligor, and (3) a debt
holder or a debt trustee.
The issuer and the third party obligor are not within the same financial reporting entity.
The debt obligation is not a parity bond of the issuer, nor is it cross-collateralized with other debt
of the issuer.
The third party obligor or its agent, not the issuer, ultimately receives the proceeds from the debt
issuance.
The third party obligor, not the issuer, is primarily obligated for the payment of all amounts
associated with the debt obligation (debt service payments).

This statement also addresses arrangements, often characterized as leases, that are associated with conduit
debt obligations. In those arrangements, capital assets are constructed or acquired with the proceeds of a
conduit debt obligation and used by third party obligors in the course of their activities.
This statement requires issuers to disclose general information about their conduit debt obligations,
organized by type of commitment, including the aggregate outstanding principal amount of the issuers’
conduit debt obligations and a description of each type of commitment. Issuers that recognize liabilities
related to supporting the debt service of conduit debt obligations also should disclose information about
the amount recognized and how the liabilities changed during the reporting period. The requirements of
this statement were originally effective for reporting periods beginning after December 15, 2020 and are
now effective after December 15, 2021. Earlier application is encouraged.
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City of South St. Paul

Finance

Corrective Action Plans and
Summary Schedule of Prior Audit Findings
Year Ended December 31, 2019

A. FINANCIAL STATEMENT FINDINGS
None.

B. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2019-001

Internal Control and Compliance With Federal Eligibility Requirements
Summary of Finding
Per testing, the City of South St. Paul (the City) did not complete a re-examination of rent
calculations for 10 of 40 tenant files tested. For 3 of 40 tenant files tested, the City had no
HUD Form 50058 to support the rent recalculation completed. For 2 of 40 tenant files
tested, information used on the HUD Form 50058 was not supported by documentation
leading to incorrect rent calculations. When testing tenant files, it was also noted that
annual re-examinations were not completed timely in the current year.
Corrective Action Plan
Actions Planned – The City has implemented new processes and procedures in 2020 and
has addressed this internal control and compliance finding to comply with the Uniform
Guidance in the future.
Official Responsible – The City’s Director of Economic and Community Development.
Planned Completion Date – December 31, 2020.
Disagreement With or Explanation of Finding – The City agrees with this finding.
Plan to Monitor – The City’s Finance Director will ensure internal controls and
procedures continue to be in place for future federal grant compliance.
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CITY OF SOUTH ST. PAUL
Corrective Action Plans and
Summary Schedule of Prior Audit Findings (continued)
Year Ended December 31, 2019

B. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (CONTINUED)
2019-002

Internal Control Over Compliance With Federal Procurement, Suspension, and
Debarment Requirements
Summary of Finding
Per testing, the City did not verify that it was not contracting for goods or services with
parties that are suspended or debarred, or whose principals are suspended or debarred from
participating in contracts involving the expenditures of federal program funds.
Corrective Action Plan
Actions Planned – The City has implemented new processes and procedures in 2020 and
has addressed this internal control finding to comply with the Uniform Guidance in the
future.
Official Responsible – The City’s Director of Economic and Community Development.
Planned Completion Date – December 31, 2020.
Disagreement With or Explanation of Finding – The City agrees with this finding.
Plan to Monitor – The City’s Finance Director will ensure internal controls and
procedures continue to be in place for future federal grant compliance.

2019-003

Internal Control and Compliance With Special Tests and Provisions Requirements
Summary of Finding
Per testing, the City did not maintain historical waiting list records to verify new tenants
were placed into housing based on approved policies.
Corrective Action Plan
Actions Planned – The City has implemented new processes and procedures in 2020 and
has addressed this internal control and compliance finding to comply with the Uniform
Guidance in the future.
Official Responsible – The City’s Director of Economic and Community Development.
Planned Completion Date – December 31, 2020.
Disagreement With or Explanation of Finding – The City agrees with this finding.
Plan to Monitor – The City’s Finance Director will ensure internal controls and
procedures continue to be in place for future federal grant compliance.
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CITY OF SOUTH ST. PAUL
Corrective Action Plans and
Summary Schedule of Prior Audit Findings (continued)
Year Ended December 31, 2019

C. MINNESOTA LEGAL COMPLIANCE FINDINGS
2019-004

Withholding Affidavit
Summary of Finding
Minnesota Statutes require the filing of Form IC134 or a Contractor’s Withholding
Affidavit Confirmation prior to making final settlement with any contractor under a
contract requiring the employment of employees for wages by said contractor and by
subcontractors. For one project selected for testing, the City did not obtain a Form IC134
before making final payment to the contractor.
Corrective Action Plan
Actions Planned – The City will review policies and procedures to ensure compliance
with this statute in the future.
Official Responsible – The City’s Finance Director.
Planned Completion Date – December 31, 2020.
Disagreement With or Explanation of Finding – The City agrees with this finding.
Plan to Monitor – The City’s Finance Director will ensure policies and procedures are
updated and in place to ensure compliance with state statutes in the future.

D. SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2018-001

Internal Control Over Compliance With Federal Procurement, Suspension, and
Debarment Requirements
A current finding is listed in the report of the City as item 2019-002.
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COUNCIL WORKSESSION REPORT

A

DATE: JUNE 22, 2020
DEPARTMENT: ENGINEERING
Prepared by: Sue Polka, City Engineer
ADMINISTRATOR: JRH

2

AGENDA ITEM: Concord Street Project
• Streetscape
• Sidewalk Snowplowing
DESIRED MEETING OUTCOMES:

Information only: for input and discussion
OVERVIEW:
•

Streetscape

Kimley-Horn presented a general approach to the Concord Street streetscaping which outlined a
high, medium and low hierarchy (attached). As staff and Kimley Horn work towards finalizing
plans for Concord Street, decisions are needed on streetscaping items such as concrete finishes,
general layout and street lighting (Streetscape Master Plan is attached). The current layout
includes boulevard trees and streetlights along the entire roadway. Streetlight spacing will be
generally as exists today (approximately 120’-130’ spacing staggered on either side of the road).
More intense streetscape features such as bollards, benches, and pedestrian lighting are proposed
between Grand Avenue and Hardman Avenue. Kimley Horn has provided some suggestions for
the hardscape on the attached sheet which provides a comparison to the Southview Boulevard
streetscape along with general styles for streetlight alternatives. A detailed cost estimate for
streetscape and streetlighting for Concord Street, Concord Exchange, and Hardman Avenue is
attached. Please note that only Items A, B, C, D, E, K and L are included in the Concord Street
project.
Tom Harrington from Kimley Horn will be making a presentation and will be available to
answer questions.
•

Sidewalk Snowplowing

During the easement acquisition process, we have been receiving inquiries from both residential
and commercial property owners regarding sidewalk snow removal due to both snow storage and
access issues. Given these questions, staff is proposing to accomplish snow removal with
existing equipment during the 2021/22 season and evaluate the process and potential future
needs accordingly. Given past discussions on this topic, we are seeking concurrent of the City
Council.
SOURCE OF FUNDS:
Concord Street streetscape costs are estimated at $1,240,000. Funding sources are to be
determined.
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Theme: Modern Industrial Blended With Southview Blvd

The images below illustrate existing Southview Blvd streetscape elements, and potential streetscape elements that blend the existing with a modern industrial theme

Streetscape Element Description Existing Southview & Concord

Potential Streetscape Element Example

Street Lighting
• Pedestrian street lights have minimal
ornamentation and be dark (graphite or
black) in color
• All roadway lights to be the modern
shoebox type fixture, light gray or stainless
in color

Light Gray/Stainless

Street Furniture
• Furniture not incorporated with the planter
seats at the intersections should be
primarily metal
• All furniture has ornamentation, simple,
and a functional aesthetic

Graphite

Black

Walls (Retaining, Planter, and
Screening)
• C.I.P. retaining walls to match an existing
wall aesthetic
• Walls should provide some texture to
prevent graffiti tagging
• A single color (versus a multi-color) paint
system can be used to tie the Southview
Blvd inspired texture to the modern
industrial theme
• Concrete planters at intersections should
have a clean, minimally ornamental finish
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Theme: Modern Industrial Blended With Southview Blvd

The images below illustrate existing Southview Blvd streetscape elements, and potential streetscape elements that blend the existing with a modern industrial theme

Streetscape Element Description Existing Southview & Concord

Potential Streetscape Element Example

Special Boulevard and Median
Pavements
• Standard gray, integrally colored dark gray,
and integrally colored gray-tan concrete
are potential colors
• Standard gray to indicate ‘pedestrian safe’
zones. A different finish or jointing can
indicate special areas (Ex. Grand and
Hardman intersection corners)
• Integrally colored and heavily textured/
stamped concrete indicate zones where
pedestrians either should not go (medians)
or need to be aware of their proximity to
the adjacent street (maintenance edge)

Fences and Railings
• Fences and railings color should minimize
their visual impact
• Minimal ornamentation and simple design
provides function
• Black vinyl clad chain link is found along
Southview Blvd and also ties to a Modern
Industrial theme

Landscape
• The landscape palette should reflect the
context of each street’s location and select
species responsive to the spacing of trees
(15’, 40’, and 50’ O.C.)
• Concord Street boulevards should
incorporate trees with broad canopies to
bring as much green to the corridor as
possible
• Median trees to be smaller and/or narrow
in form
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1. Sternberg Solano

2. Hess Agena

Pedestrian Lighting

3. Bega Edge-Lit

Gardco PureForm

Roadway Lighting

Design Style A: Thin Profile

Concord Street Area Streetscape Lighting Alternatives
June 15, 2020

1. Sternberg Millenia

2. Landscape Forms Ashbery 3. Phillips ClassicStreet

Pedestrian Lighting

Bega

Roadway Lighting

Design Style B: Squared Lantern

Concord Street Area Streetscape Lighting Alternatives
June 15, 2020

1. Lumec Urban

2. Landscape Forms Alcott

3. Sternberg Chateau

Pedestrian Lighting

Gardco Gullwing

Roadway Lighting

Design Style C: Rounded Lantern

Concord Street Area Streetscape Lighting Alternatives
June 15, 2020

Concord Street Area Concept Streetscape - Estimate of Construction Costs

South St. Paul
June 3, 2020
Item No. Item

Quantity Unit Cost

Unit

Total

Notes

A. Segment 1 - Concord Street (5,280 LF)
1
2

Boulevard OverstoryTrees, 2.5" cal. B & B
Bench and concrete pad

182
7

$
$

600.00
2,500.00

EA
EA

$
$

Total Cost $

Limits: I-494 (beginning of project) to Veteran's Memorial Dr

109,200 Cost of topsoil and mulch rings are incidental
17,500

126,700 Cost of topsoil and sod or seed within roadway construction costs

B. Segment 2A - Concord Street (1,330 LF)
1
2

Boulevard OverstoryTrees, 2.5" cal. B & B
Bench and concrete pad

59
2

$
$

600.00
2,500.00

EA
EA

$
$

Total Cost $

Limits: Veteran's Memorial Dr - Grand Ave & Hardman Ave - Wentworth Ave

35,400 Cost of topsoil and mulch rings are incidental
5,000

40,400 Cost of topsoil and sod or seed within roadway construction costs

C. Segment 2B - Concord Street (1,750 LF)
1
2
3
4
5
6
7
8
9
10
11
12
13
14

Boulevard maint. edge; 4' wide; integ. colored & textured
Median maint. edge and separators; 4' wide; integ. colored & textured
Median infill special pavement; integ. colored & textured
Median planting area soil - Total of all planting areas
Median planting area mulch - Total of all planting areas
Planting Area A - Daylilies; No. 1 Cont
Planting Area B - Karl Forester Grass; No. 3 Cont.
Planting Area C - Low Juniper; No. 3 Cont.
Planting Area D - Gro-Low Sumac: No. 2 Cont.
Boulevard OverstoryTrees, 2.5" cal. B & B
Boulevard Upright/Ornamental Trees, 1.5" cal. B & B
Median OverstoryTrees, 2.5" cal. B & B
Median Upright/Ornamental Trees, 1.5" cal. B & B
Bench and concrete pad

10,227
9,122
602
195
1
490
320
146
683
34
43
6
10
2

$
$
$
$
$
$
$
$
$
$
$
$
$
$

6.00
6.00
8.00
50.00
500.00
20.00
75.00
150.00
50.00
600.00
550.00
550.00
500.00
2,500.00

SF
SF
SF
CY
LS
EA
EA
EA
EA
EA
EA
EA
EA
EA

$
$
$
$
$
$
$
$
$
$
$
$
$
$

Total Cost $

Limits: Grand Ave to Hardman Ave

61,362
54,732
4,816
9,750
500
9,800
24,000
21,900
34,150
20,400
23,650
3,300
5,000
5,000

Includes only the cost of integral color and special texture
Includes only the cost of integral color and special texture
Includes only the cost of integral color and special texture
Select topsoil borrow at 18" depth
Type 6 shredded hardwood; 4" depth
12" alternate centers
18" alternate centers
36" alternate centers
18" alternate centers
Cost of topsoil and mulch rings are incidental
Cost of topsoil and mulch rings are incidental
Topsoil and mulch per planting beds
Topsoil and mulch per planting beds

278,360 Cost of topsoil and sod or seed within roadway construction costs

D. Segment 3 - Concord Street (5,195 LF)
1
2
3
4

Boulevard Trees, 2.5" cal. B & B
Median Trees, 1.5" cal. B & B
Boulevard maint. edge; 3' wide; integrally colored and textured
Bench and concrete pad

20
0
31,170
4

$
$
$
$

600.00
550.00
6.00
2,500.00

EA
EA
SF
EA

$
$
$
$

Total Cost $

Limits: Hardman Ave to Minikahda Mini Storage

12,000 Cost of topsoil and mulch rings are incidental
- Cost of topsoil and mulch rings are incidental
187,020 Includes only the cost of integral color and special texture
10,000

209,020 Cost of topsoil and sod or seed within roadway construction costs

E. Segment 4 - Concord Street (4,105 LF)
1
2

Boulevard Trees, 2.5" cal. B & B
Bench and concrete pad

Limits: Minikahda Mini Storage to Annapolis St (end of project)

129
3

$
$

600.00
2,500.00

EA
EA

$
$

Total Cost $

77,400 Cost of topsoil and mulch rings are incidental
7,500

84,900 Cost of topsoil and sod or seed within roadway construction costs

F. Segments 5 & 6 - Grand Avenue (2,350 LF)
1
2
3
4
5
6
7
8
9

Median infill special pavement; integ. colored & textured
Boulevard topsoil
Boulevard sod
Boulevard OverstoryTrees, 2.5" cal. B & B
Pedestrian/Streetlight; 18' height ornamental
Lighting controls
Concrete Walk, 4"
Bituminous Cycle Track, 3"
Bench and concrete pad

9,230
375
2,265
125
62
1
23,500
23,500
10

$
$
$
$
$
$
$
$
$

8.00
40.00
8.00
600.00
10,000.00
10,000.00
6.00
3.50
2,500.00

SF
CY
SY
EA
EA
LS
SF
SF
EA

$
$
$
$
$
$
$
$
$

Total Cost $

Limits: Marie Ave to Hardman Ave

73,840
15,000
18,120
75,000
620,000
10,000
141,000
82,250
25,000

Includes only the cost of integral color and special texture, assumes only length west of Concord St
Topsoil borrow at 6" depth
Lawn type sod
Cost of topsoil and mulch rings are incidental
Includes concrete base, wires, conduit

1,060,210 Street reconstruction to this new section not estimated - new streetscape elements only

G. Segment 7 - Hardman Avenue (1,940 LF)
1
2
3
4
5
6
7

Boulevard topsoil
Boulevard sod
Boulevard OverstoryTrees, 2.5" cal. B & B
Streetlight; 30' height
Lighting controls
Concrete Walk, 4"
Bench and concrete pad

410
2,500
90
13
1
9,700
1

$
$
$
$
$
$
$

40.00
8.00
600.00
7,000.00
10,000.00
6.00
2,500.00

CY
SY
EA
EA
LS
SF
EA

$
$
$
$
$
$
$

Total Cost $

Limits: Grand Ave to Concord St

16,400
20,000
54,000
91,000
10,000
58,200
2,500

Topsoil borrow at 6" depth
Lawn type sod
Cost of topsoil and mulch rings are incidental
Includes concrete base, wires, conduit

252,100 Street reconstruction to this new section not estimated - new streetscape elements only

H. Segment 8 - Concord Exchange (2,070 LF)
1
2
3
4
5
6
7

Boulevard topsoil
Boulevard sod
Boulevard OverstoryTrees, 2.5" cal. B & B
Streetlight; 30' height
Lighting controls
Concrete Walk, 4"
Bench and concrete pad

600
3,575
54
17
1
10,350
2

$
$
$
$
$
$
$

40.00
8.00
600.00
7,000.00
10,000.00
6.00
2,500.00

CY
SY
EA
EA
LS
SF
EA

$
$
$
$
$
$
$

Total Cost $

Limits: 6th St to Bridgepoint Dr

24,000
28,600
32,400
119,000
10,000
62,100
5,000

Topsoil borrow at 6" depth
Lawn type sod
Cost of topsoil and mulch rings are incidental
Includes concrete base, wires, conduit

281,100 Street reconstruction to this new section not estimated - new streetscape elements only

I. Segment 9 - Concord Exchange (1,470 LF)
1
2
3
4
5
6
7

Boulevard topsoil
Boulevard sod
Boulevard OverstoryTrees, 2.5" cal. B & B
Pedestrian/Streetlight; 18' height ornamental
Lighting controls
Concrete Walk, 4"
Bench and concrete pad

300
1,745
70
13
1
17,640
2

$
$
$
$
$
$
$

40.00
8.00
600.00
10,000.00
10,000.00
6.00
2,500.00

CY
SY
EA
EA
LS
SF
EA

$
$
$
$
$
$
$

Total Cost $

Limits: Bridgepoint Dr to Veteran's Memorial Dr

12,000
13,960
42,000
130,000
10,000
105,840
5,000

318,800 Street reconstruction to this new section not estimated - new streetscape elements only

J. Segment 10 - Concord Exchange (2,130 LF)
1
2
3

Boulevard maint. edge; 6' wide; integ. colored & textured
Concrete Walk; 4" with special jointing and finish
Concrete Walk; 4"

16,120
8,800
25,280

$
$
$

15.00
7.50
6.00

SF
SF
SF

$
$
$

Topsoil borrow at 6" depth
Lawn type sod
Cost of topsoil and mulch rings are incidental
Includes concrete base, wires, conduit

241,800
66,000
151,680

4
5
6
7
8
9
10
11
12

Boulevard planting area soil - Total of all planting areas
Boulevard planting area mulch - Total of all planting areas
Boulevard planting area; perennial/ornamental grasses
Boulevard OverstoryTrees, 2.5" cal. B & B
Pedestrian/Streetlight; 18' height ornamental
Lighting controls
Bicycle Racks
Trash and Recycling Container; Set of 2
Bench and concrete pad

367
1
110
110
43
1
16
10
10

$
$
$
$
$
$
$
$
$

50.00
500.00
400.00
650.00
10,000.00
10,000.00
500.00
2,400.00
2,500.00

CY
LS
EA
EA
EA
LS
EA
EA
EA

$
$
$
$
$
$
$
$
$

Total Cost $

Limits: Veteran's Memorial Dr to Hardman Ave

18,350
500
44,000
71,500
430,000
10,000
8,000
24,000
25,000

Select topsoil borrow at 18" depth
Type 6 shredded hardwood; 4" depth
20 plants per planting area (cost is EA for approx. 6' x 10' area)
Cost of topsoil and mulch rings are incidental

1,090,830 Street reconstruction to this new section not estimated - new streetscape elements only

K. Grand Avenue Intersection
1
2
3
4
5
6
7

Concrete walk special jointing and finish
Concrete walk; 4" with special jointing finish
Corner concrete planter and bench assembly
Corner concrete planter tree; 1.5" cal. B & B
Pedestrian/Streetlight; 18' height ornamental
Banner Pole w/Banners; 18' height ornamental; Set of 3
Trash and Recycling Container; pair

2,024
1,449
4
8
4
4
1

$
$
$
$
$
$
$

3.00
7.50
12,000.00
750.00
10,000.00
14,000.00
2,400.00

$
$
$
$
$
$
$

6,072
10,868
48,000
6,000
40,000
56,000
2,400

Total Cost $

169,340

$
$
$
$
$
$
$

4,854
9,623
48,000
6,000
40,000
56,000
2,400

Total Cost $

166,877

Subtotal $
15% Contingency $
TOTAL $

4,078,636
611,795
4,690,431

SF
SF
EA
EA
EA
EA
EA

Includes only the cost of special jointing and finish
Includes concrete, special jointing and finish
Includes cost of concrete, formwork, waterproofing, finish, and wooden bench
Includes cost of topsoil fill, mulch and tree

L. Hardman Avenue Intersection
1
2
3
4
5
6
7

Notes:
A
B
C

Concrete walk special jointing and finish
Concrete walk; 4" with special jointing finish
Corner concrete planter and bench assembly
Corner concrete planter tree; 1.5" cal. B & B
Pedestrian/Streetlight; 18' height ornamental
Banner Pole w/Banners; 18' height ornamental; Set of 3
Trash and Recycling Container; pair

1,618
1,283
4
8
4
4
1

$
$
$
$
$
$
$

3.00
7.50
12,000.00
750.00
10,000.00
14,000.00
2,400.00

SF
SF
EA
EA
EA
EA
EA

Includes only the cost of special jointing and finish
Includes concrete, special jointing and finish
Includes cost of concrete, formwork, waterproofing, finish, and wooden bench
Includes cost of topsoil fill, mulch and tree

Schedule items in black are measured quantities as included in master streetscape plan rendering
Schedule items in red are approximate quantities calculated from the 150' segment typicals created as a part of the Concord Area Streetscape Corridor Study
Concord Exchange includes street extension connecting Concord Exchange to Concord St at Hardman Ave
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AGENDA ITEM: Central Square Community Center Management Agreement Discussion
DESIRED MEETING OUTCOMES:

Discuss the current Central Square Community Center Management Agreement and the future of
operation.
OVERVIEW:
Central Square History:
In March of 2000, the citizens of South St. Paul passed a bond referendum in support of South St.
Paul Public Schools. A portion of this bond was earmarked to renovate Central Square Community
Center (CSCC). During the year and a half process, over $1.7 million referendum-approved
dollars were spent to renovate over 7,000 square feet of space and construct an additional 3,000
square feet of new space at Central Square. Operation began in February 2002. The Parks &
Recreation Department relocated to CSCC from Wakota Arena to manage the operation of the new
community center under a joint Management Agreement between Special School District 6 and
the City of South St. Paul.
Current Operation:
Memberships:
The core operation of CSCC is dependent upon membership and program revenue. Memberships
hit a peak in 2013 at 1,002 and have steadily declined since. 2019 concluded with 692
memberships, a 31% decrease in membership from the all-time high.
Classes and Programs:
Instructor-led Fitness Classes and youth programs, primarily swimming and gymnastics lessons,
comprise the majority of program revenue. The revenue and participation numbers have remained
steady over time. Gymnastics lessons remains our most popular offering, achieving maximum
attendance with wait lists for most class levels and sessions.
The Senior Center:
In 2005, the Parks & Recreation Department began to contractually operate the Senior Center at
Central Square on behalf of the school district. Under the Agreement, the school district’s
community education budget pays approximately 33% ($2,407 per month) of one Recreation
Supervisor’s salary. Revenues and expenditures are processed through the school district’s
community education budget. While the individual Senior Center programs run budget neutral
(revenue covers expenditures), there is not enough participation and surplus to support a staff
member or the current contribution to the Recreation Supervisor’s salary. All five staff members
officed at CSCC support the Senior Center operations in some capacity.

Capital Projects Fund:
CSCC supports building capital projects that the school district does not have the funding to
improve. Since the creation of the project fund in 2009, where any annual profit from the operation
of CSCC is annual reserved for Capital Projects, Central Square’s operation to date has contributed
$338,866 to building, grounds, and facility equipment capital costs. The current capital fund
balance is $69,434, which cannot be used on operational expenses, only capital improvements, per
the Management Agreement.
School District Activities:
Special School District 6 utilizes CSCC for the practices and competitions of three sports: girls
swim team (fall season) boys swim team (winter season), and gymnastics (winter season).
Members are not allowed to use the areas in CSCC these sports occupy when they are in session
for practices, camps, and competitions. Community Education utilizes the facility’s meeting and
activity rooms for classes, primarily on weekends. School district activities receive priority as the
landlord, thus can supersede any other scheduled activity whether CSCC-sponsored or outside
group.
Building and Custodial Support:
Special School District 6 provides evening custodial services, operates and maintains the indoor
pool, and maintains the physical building. CSCC’s operating budget does not directly pay for
these services, building rent or utilities. The CSCC operational budget does pay for summer pool
operation, billed at $14,000 annually, which began being charged by the school district to CSCC
in 2010.
Considerations:
Membership is in decline, market pressure has increased:
When the CSCC opened in 2002, anecdotally there were few fitness opportunities in the
community: Curves, which serves a female only clientele, the West St. Paul YMCA, and the
Veterans Memorial Community Center (aka The Grove) in Inver Grove Heights. Over time, a
substantial number pocket and major corporate fitness facilities have moved into the area including
Anytime Fitness, Snap Fitness, 24-hour Fitness, Orange Theory, LA Fitness, and Planet Fitness.
While many of these facilities are not the comparable offering and scope of CSCC, the market
pressure has forced the CSCC Board to put a hold on membership pricing for the past five years.
Even with holding the line on membership pricing along with adopting virtually every fitness
reimbursement and senior fitness program incentive, memberships continue to decline citing there
are less expensive options at other, newer, and many times larger facilities. While CSCC revenue
continues to decline, operating costs incrementally increase due to inflation and regular hard costs.
To sustain the future of CSCC, increased taxpayer subsidy will likely be needed to operate.
Budget savings for both parent organizations in a time of economic uncertainty:
Due to 2020 economic impacts, caused in large part to the pandemic, both parent organizations
are undoubtedly facing budget challenges. If the current operation of CSCC is to change, both
parents would realize a cost savings in a time of need. While the exact changes are not defined,
less services provided by CSCC would reduce operation costs and regular building maintenance
needs for both parents. In addition, a budgetary cushion currently exists through the capital project
fund balance of $69,434. If the capital fund was repurposed by the parents to support on-going
operation expenses and anticipated shortfalls, the fund is not sustainable and may not be able to
provide operation change support in the future.

Service to the community, especially the Senior Center:
If CSCC operations were altered, the existing membership would be impacted unless Special
School District 6 continues to operate the building as a community center or a public building with
limited access, such as community meeting reservations. If the fitness components ceased
operation, current members have a variety of choices and inexpensive options provided locally by
the public and private sectors.
Parks & Recreation Transition Opportunity:
The Parks & Recreation Department at this point in time has a unique opportunity to physically
relocate office location while still offering community activities and classes.
Doug Woog Arena:
Due to the recent vacancy created by the relocation of the Community Learning Center (CLC) by
Special School District 6, there is a location for the Parks & Recreation Department to move to.
Supervision of the arena was transitioned back to the Parks & Recreation department in 2011 and
since then management of the arena and personnel structure has changed which requires more
support and oversight due to the improving success of arena operation and ice sales. The Parks &
Recreation Department personnel can provide onsite assistance with arena operations and
programming along with expanded opportunities utilizing season dryland space and the former
CLC space which could include programs, events, classes, Senior Center operation, and
community meeting space.
Budget savings and benefits:
The Parks & Recreation Department relocation will lessen the burden of taxpayers of both city and
school, which is the same taxpayer. Ceasing operation of CSCC will save city computer hardware
and software costs, reduce the need for administrative and finance department resources, and
reduce staffing needs. In turn, Special School District 6 will benefit from an improved building
with vacant interior space, more parking for the Secondary Building, and reduced utility and
building costs when not operating as a community center, seven days a week.
The Parks & Recreation Department is proud of the 18-year history of operating Central Square
Community Center and the relationship with Special School District 6. The factors currently in
place for any transition to occur at this time point to many positives that are time sensitive, which
is why this discussion is appropriate. Staff seeks direction regarding the continuation of this
discussion both internally and externally.

SOURCE OF FUNDS:
N/A

COUNCIL WORK SESSION REPORT

A

DATE: JUNE 22, 2020
DEPARTMENT: COMMUNITY DEVELOPMENT
Prepared by: Monika Mann, Community Development Specialist
Michael Healy, City Planner/Zoning Administrator
ADMINISTRATOR: JRH

4

AGENDA ITEM: ALTERNATIVE ENERGY (SOLAR) ORDINANCE

DESIRED MEETING OUTCOMES:

•
•
•

Discuss the proposed Alternative Energy Ordinance
Answer any questions the City Council members may have.
Receive input regarding “next steps” and what changes need to be made to the draft
ordinance before it is ready for a public hearing.

OVERVIEW:
Staff is bringing forward an update of the City’s standards for solar energy systems in accordance with
the City’s draft 2040 comprehensive plan. This proposed amendment to Section 118-265 encourages
the use of solar energy systems by removing barriers for residents and businesses that are interested in
investing in alternative energy systems and setting clear standards for the construction of these
systems.
The proposed ordinance amendment would allow the city to implement Action 4.11 in the
Comprehensive Plan. The draft ordinance is written in such a way that it will easily allow for the
future addition of rules related to wind and geothermal energy systems if the City someday chooses to
encourage those types of alternative energy within City limits.
Summary of Issues with Existing Ordinance
The Zoning Code’s existing solar ordinance is very short and was written in 1992, before solar energy
systems were commonplace. The existing ordinance is two sentences long, does not contain
performance standards, and simply states:
Section. 118-265. - Solar energy protection.
Access to sunlight for active and passive solar systems (for the heating and cooling of buildings)
shall be protected in accordance with the applicable state statutes and regulations. All active solar
systems proposed shall require a conditional use permit.

The existing ordinance does not currently include a definition of what the terms “passive solar
system” and “active solar system” mean. These are technical terms which refer to specific types of
solar energy technologies. The most common solar energy systems, such as roof-mounted solar
panels, are “active systems.”
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“Active” and “Passive” Solar Energy Systems Defined
Solar energy systems are devices or structural design features of which the primary purpose is to
provide for interior lighting or provide for the collection, storage and distribution of energy for space
heating or cooling, electricity (generation), or water heating. There are two kinds of solar energy
systems: active systems and passive systems.
Active solar energy systems harvest energy by transferring collected solar energy into another
medium using mechanical, electrical, or chemical means. Photovoltaic (PV) solar panels are the best
known active solar energy system. Active solar energy systems are typically either roof mounted or
ground mounted.
Passive solar energy systems utilize building constituents such as walls, floors, roof, windows,
exterior building elements and landscaping that captures solar light or heat generated by the sun
without transforming it to another form of solar energy or the use of mechanical and electrical
equipment to enhance the conversion of solar energy to heat and electric power.
Why do we need to look at the Ordinance?
Most cities that want to encourage solar energy no longer require a Conditional Use Permit (CUP) for
solar panels. A CUP requirement adds additional cost, an element of uncertainty, and a 45-day review
period with required attendance at two City meetings. Very few residents are willing to go through
that process to install solar panels on their roof. Cities that want to encourage solar energy typically
only require a building permit for solar panels. Staff can issue the building permit as long as all
performance standards in zoning code have been met.
It appears that South St. Paul made a policy decision to stop requiring a Conditional Use Permit for
solar panels many years ago, but the Code was never amended to catch up with that policy decision.
Consequently, there are no performance standards in the Code to govern solar panels. This means that
Staff has been assigning conditions “case by case” without clear guidance from the Code when
processing the building permits. Additionally, City Staff is operating in a somewhat tricky “gray area”
right now, since the Code still technically says that a Conditional Use Permit is required for solar
panels.
South St. Paul’s 2040 comprehensive plan lays out that one of the City’s policy goals is to establish
clear zoning standards for solar energy systems and allow rooftop solar systems as a permitted
accessory use. The ordinance can be cleaned up simply by implementing that comprehensive plan
goal.
Comprehensive Plan Guidance
The South St. Paul Draft 2040 Comprehensive Plan contains the following recommended action:
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Action 4.11: Establish zoning standards for alternative energy installations and establish
permitting processes that are predictable, transparent, and documented. Standards should
address the following:
» Allow rooftop solar installations as a permitted accessory use
» Exempt rooftop solar installations from height limitations or allow rooftop solar installations
to extend 10-15 feet above the maximum height for a building
» Establish regulations to require pollinator friendly landscaping for ground-mounted solar
gardens or solar farms

Proposed Alternative Energy Ordinance
Staff has drafted an ordinance amendment that would implement the comprehensive plan goal and
align South St. Paul’s ordinance with regionally accepted best practices concerning solar energy. City
staff reviewed alternative energy ordinances from a number of Twin Cities area communities. A
synopsis of these ordinances can be found in Attachment A. These ordinances create a picture of best
practices for a solar energy system ordinance and were used to guide the proposed ordinance
amendment. Some key provisions of the draft South St. Paul ordinance include:
•

Definitions for Alternative Energy Systems, Solar Energy, Solar Energy Systems, and other
related terms.

•

Classifying Solar Energy Systems as a permitted accessory use in all zoning districts.
o As an accessory use, a property must still have a principal use in order to install solar
equipment. Solar energy equipment cannot be the only use of the property.

•

Creating a defined permitting process.
o A building permit and an electrical permit are required.

•

Creating performance standards for solar energy systems.
o Roof-mounted solar is allowed on any roof, but cannot extend more than 10 feet
beyond the height maximum for the zoning district.
o Roof-mounted solar does not need to “color match” or complement the roof of the
building that it is on. All solar panels are dark blue so a color-match requirement
would prevent many buildings from being able to have roof-mounted solar.
o Roof-mounted solar must be angled in such a way that the panels do not reflect light
into neighbors’ windows. Screening may be required to address glare issues.
o Ground-mounted systems cannot exceed 15 feet in height.
o Ground-mounted systems on residential properties cannot exceed 200 square feet
without first obtaining a Conditional Use Permit.
o Ground-mounted systems on residential properties do not count towards the 30%
limit on “lot coverage” and are exempted (as swimming pools and decks already are).
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o Ground mounted systems are restricted to back yards (and side yards in industrial and
commercial zoning districts).
o Ground-mounted systems in commercial and industrial areas cannot exceed 25%
coverage of the lot.
Staff was not able to identify any viable areas in the community that would be good candidates for
“solar gardens” or “solar farms” which are fields of solar panels that function as a standalone use.
These installations are typically very land-intensive with a 5-Megawatt solar garden requiring roughly
25 acres of land. Large standalone solar gardens are typically found in rural areas where land values
are low and the amount of land necessary can be obtained economically without having a negative
impact on development. Therefore, Staff has not included “solar gardens” or “solar farms” in the draft
ordinance, but these concepts can easily be added at a later time if a site in South St. Paul is identified
as a good candidate for one of these facilities.
Discussion
A public hearing with the Planning Commission needs to be held before the zoning code can be
amended. There are several performance standards that still need to be finalized (detailed below).
Council is invited to weigh in on these performance standards, but it likely makes more sense for the
Planning Commission to do the “deep dive.” Council will get to revisit these issues when the
ordinance comes back for its 1st and 2nd readings. Staff is primarily seeking “policy level” Council
feedback on the draft ordinance.
Outstanding Performance Standard Questions for Planning Commission:
•

In residential districts, should ground mounted solar energy systems be required to follow
setbacks for accessory structures or should they have their own standard?
o St. Paul, Minneapolis and Maplewood state that ground mounted solar panels are
subject to the setbacks of accessory structures
o Mendota Heights requires ground mounted solar systems to be setback 15 feet from all
property lines and 30 feet from all dwellings located on adjacent lots.
o Burnsville requires ground mounted solar energy systems to adhere to accessory
structures setbacks AND requires ground mounted systems to be at least 30 feet away
from all dwellings located on adjacent lots.

•

Should ground mounted solar energy systems in residential districts be required to conform to
the area restrictions of an accessory structure (200 square feet) with the option for a larger
system IF a conditional use permit is obtained?

•

Should ground mounted solar energy systems count as one of the two accessory structures
allowed on single family lots? Each property currently gets one (1) detached garage and one
(1) “other” structure which cannot be more than 200 square feet unless a conditional use
permit is obtained.
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•

Should ground mounted solar systems be exempt from lot coverage requirements similar to
decks and swimming pools?

•

Should staff add a conditional use permit option for businesses that have a creative solar
energy system project that fall outside the realm of these standards?

Action Needed
Staff is seeking direction from the City Council regarding the draft ordinance.
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City of South St. Paul
Dakota County, Minnesota
Ordinance No. ____

AN ORDINANCE AMENDING SECTION 118-265 TO CREATE PERFORMANCE
STANDARDS FOR ALTERNATIVE ENERGY SYSTEMS.
The City Council of the City of South St. Paul does ordain:

SECTION 1. AMENDMENT. South St. Paul City Code Section 118-265 is hereby amended as
follows:
Section. 118-265. - Solar energy protection. Alternative Energy Systems
Access to sunlight for active and passive solar systems (for the heating and cooling of buildings)
shall be protected in accordance with the applicable state statutes and regulations. All active solar
systems proposed shall require a conditional use permit.

(a)

Definitions.

Alternative Energy System means a ground source heat pump, wind or solar energy system.
Building Integrated Solar System means a solar system where photovoltaic materials are used in place
of traditional building materials.
Ground Mounted means a solar system that is freestanding erected directly on the ground using a rack
or pole structure
Roof Mounted means a solar system mounted directly to or abutting the roof of a building.
Solar Energy means radiant energy received from the sun to be collected in the form of heat or light
by a solar collector.
Solar Energy System means a device or structural design feature of which the primary purpose is to
provide for interior lighting or provide for the collection, storage and distribution of energy for space
heating or cooling, electricity (generation), or water heating.
Solar Energy System, active means a solar energy system of which the primary purpose is to harvest
energy by transferring collected solar energy into another form of energy or transferring heat from a
solar collector to another medium using mechanical, electrical, or chemical means.
Solar Energy System, passive means a solar energy system that utilizes building components such as
walls, floors, roof, windows, exterior building elements and landscaping that captures solar light or
heat generated by the sun without transforming it to another form of solar energy or the use of
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mechanical and electrical equipment to enhance the conversion of solar energy to heat and electric
power.
(b)

Purpose. It is a goal of the city to provide a sustainable quality of life for the city’s residents,
making careful and effective use of available natural, human, and economic resources and
ensuring that resources exist to maintain and enhance the quality of life for future residents.
Purposes of this division include:
1. To promote rather than restrict development of alternative energy sources by
removing regulatory barriers and creating a clear regulatory path for approving
alternative energy systems
2. To create a livable community where development incorporates sustainable design
elements, resource and energy conservation and the use of renewable energy.
3. To protect and enhance air quality, limit the effect of climate change and decrease the
use of fossil fuels
4. To encourage alternative energy development in locations where the technology is
viable and the negative environmental, economic, and social impacts can be
mitigated.

(c)

Solar Energy Systems
1. Zoning Districts. Solar energy systems shall be a permitted accessory use with all
required permits in any zoning district, subject to the regulations of this ordinance.
2. Permits Required. No active solar energy systems shall be erected, altered, improved,
reconstructed, or moved without first obtaining a building and electrical permit. All
solar energy systems must comply with this ordinance.
3. Exemptions. The following systems shall be exempt from the requirements of this

section and shall be regulated as any other building element requiring a building
permit:
i.

ii.

Passive solar energy systems.
Building integrated solar energy systems.

4. Roof Mounted Solar Systems. Roof mounted Solar Systems are allowed subject to
the following conditions:
i.

Height. Roof mounted solar energy system shall be no taller than ten (10)
feet above the maximum building height in any zoning district.

ii.

Aesthetics. The color of the solar collector is not required to be consistent with
other roofing materials. Reflection angles from collector surfaces shall be
oriented away from neighboring windows. Where deemed necessary by City
Staff, screening may be required to address glare onto neighboring properties.
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5. Ground Mounted Solar Systems. Ground Mounted Solar Systems are allowed
subject to the following conditions:
i.

Height. The maximum height of the system shall not exceed fifteen (15)
feet from the average natural grade at the base of the system.

ii.

Impervious Surface. Ground mounted solar energy systems are not
considered an impervious surface so long as the surface underneath the
system is permeable.

iii.

Location. A ground mounted solar energy system shall be limited to rear
yards in residential districts. Ground mounted solar energy systems shall
be limited to rear and side yards in commercial and industrial districts.

iv.

Maximum Area:
i. Residential Districts: Any ground mounted solar energy systems
shall adhere to the requirements for accessory structures. Ground
mounted solar energy systems larger than 200 square feet shall
require a conditional use permit.
ii. Commercial and Industrial Districts: The system shall be limited in
size to no more than twenty-five (25) percent of the property in
which the system is located.

v.

Setbacks. A ground mounted solar system shall be subject to the setback
requirements for accessory structures as found in Section 118-208.
Additional setbacks are required in the following environmentally
sensitive areas:
i.

ii.

iii.

Bluff Impact Zones. No ground mounted solar panel may be
placed within 40 feet of an established bluff line per Section 118167.
Mississippi River Corridor Critical Area. No ground mounted
solar energy system shall within 100 feet of the high-water mark
of the river per Section 118-167 of this code.
Wetlands. No ground mounted solar energy system shall be
placed within 30 feet from the delineated edge of any wetland
per Section 110-78 of the City Code.

6. Easements. Solar energy systems shall not encroach upon any public drainage,
utility, roadway or trail easements.
7. Abandonment. Any solar energy system which remains nonfunctional or
inoperable for a continuous period of twelve (12) months shall be deemed to be
abandoned and shall be deemed a public nuisance. The owners shall remove the
abandoned system, including the entire structure and transmission equipment, at
their expense after obtaining a demolition permit.
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SECTION 2. SUMMARY PUBLICATION. Pursuant to Minnesota Statutes Section 412.191, in the case
of a lengthy ordinance, a summary may be published. While a copy of the entire ordinance is available
without cost at the office of the City Clerk, the following summary is approved by the City Council and
shall be published in lieu of publishing the entire ordinance:

This ordinance creates definitions and performance standards for solar energy systems.

SECTION 3. EFFECTIVE DATE. This ordinance shall become effective upon publication.

Approved:

________________________

Published:

_________________________

_____________________________________
Christy Wilcox, City Clerk
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Attachment A
Summary of Solar Energy Ordinances in Other Cities
City of Bloomington

- Solar panels are allowed in all commercial and residential districts.
- Solar panels require a building and electrical permit.
- Ground mounted solar panels over 15 feet in height are considered a
“tower” and requires a Conditional Use Permit.
- Roof-mounted solar panels over 15 feet above roof height are
considered a “tower” and requires a Conditional Use Permit.
- Solar panels do not count towards impervious surface cover.

City of Eagan

- Roof and ground-mounted solar energy systems are accessory uses
in all districts.
- Solar energy systems require a residential building permit and any
other permits required by the state.
- Roof mounted solar systems must comply with height and setback
regulations.
- Roof-mounted solar panels must be setback 1 foot from the edge of
residential roofs and 10 feet from the edge of commercial, industrial or
institutional structures.
- A ground-mounted solar energy system shall not exceed 12 feet in
height; however, the height may be increased up to an additional 15
feet if the system structure is set back from any property line by an
additional two feet for each one foot of height above 12 feet.
- Solar panels do not need to be consistent with other roofing
materials. Reflection angles from collector surfaces shall be oriented
away from neighboring windows.
- A roof-mounted solar energy system shall not cover more than 80
percent of the south-facing roof surfaces or of an entire flat roof
surface area. The surface area of ground-mount systems, together with
all other structures, shall not exceed a maximum lot coverage of 30
percent for residential and 70 percent of commercial, industrial, and
institutional zoning districts.
- Solar energy systems are a permitted accessory use in all residential,
commercial, industrial and park zoning districts.
- Solar energy systems require a building and electrical permit.
- Performance standards are included for ground mounted solar
systems, wall mounted solar systems, roof mounted solar systems, and
pole mounted solar systems.
- Solar energy systems shall not be installed within the floodway,
flood fringe, floodplain, shore impact zone, bluff impact zone,
wetlands, wetland buffers, public waters, or stormwater ponds.
- Ground mounted solar energy systems must follow accessory
structure setbacks.

City of Burnsville

10

City of Maplewood

City of Mendota Heights

- Roof mounted solar energy systems must comply with setbacks and
cannot extend further than the roof. Roof mounted solar systems
cannot cover more than 80% of the total south facing roof.
-Variations to any of the standards can be done by Conditional Use
Permit.
- Solar energy systems are a permitted accessory use in all districts.
- Solar energy systems require proper permitting.
- Ground mounted solar energy systems must meet the accessory
structures setback for the zoning district in which it is installed.
-Roof mounted solar energy systems may not extend beyond the
required setbacks of the building on which the systems is mounted.
- The color of a solar collector is not required to be consistent with
other roofing materials.
- Ground mounted solar energy systems shall be screened from view
to the extent possible without reducing their efficiency.
- Solar energy systems are allowed with all districts subject to the
appropriate permitting (building permit).
- Roof mounted systems shall not exceed the structure height
requirements in the applicable zoning district.
- Roof mounted systems shall comply with all building setback
requirements in all districts and shall not extend beyond the perimeter
of the building on which the system is mounted.
-Roof mounted systems shall not cover more than 80% of the roof
section upon which the panels are mounted.
- Ground mounted systems shall not exceed 15 feet in height. Systems
shall be setback a minimum of 15 feet from all property boundary
lines and 30 feet from all dwellings located on adjacent lots.
- Ground mounted systems are limited to rear yards in all zoning
districts.
- Ground mounted solar systems have maximum area requirements
based by district.
- Solar energy systems shall use colors that are not visually
incompatible with the color of roof material on which the system is
mounted.
- Reflective angels shall be oriented away from neighboring windows
and minimize glare towards vehicular traffic and adjacent properties.
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