
 

 

M E M O R A N D U M 
 
To:  Senator Julie Rosen 
From:  Gary Carlson, League of Minnesota Cities 
Date:  4/24/2020 
Re:  Request for information on city budget impacts. 
 
 
Last Friday, you requested information from the League of Minnesota Cities on the city budgetary 
impacts related to the current pandemic. Your request is related to the federal CARES Act support 
being received by the state, which can subsequently be shared with local units of government. 
Thank you for the opportunity to provide you with examples of budgetary impacts as you work to 
implement a system to allow local access to the state’s funding. 
 
By way of background, we have encouraged cities to begin tracking relevant, unbudgeted costs in 
anticipation of having a process in place by which cities could seek reimbursement of qualifying 
costs through the state. Given the diversity of cities, tracking these expenses is being completely in 
a variety of manners. One immediate issue you may need to consider is developing further 
guidance on the types of expenses that could be covered. The Treasury guidance published this 
week did not fully addressed the types of local expenses that may be eligible for reimbursement. 
 
Let me stress that at this time, cities are on the front end of the pandemic effects. As we surveyed a 
variety of cities across the state, the largest immediate impacts have been on city revenues, which 
under the CARES Act, are not reimbursable. That said, we are providing you with some 
information on the types of revenues being adversely impacted by the pandemic and related policy 
responses. Over the coming months, we will work to gather cumulative cost information for cities. 
 
The League will continue to monitor the challenges faced by our cities and update you with 
additional information. 
 
Below is a brief list of the types of expenses we have most frequently heard from our survey: 
 
Unbudgeted personnel costs 

 Overtime: Costs due to extra staffing needs, illness or quarantine requirements, etc.  
 Increased unemployment costs: Cities are reimbursing employers. Due to furloughs of city 

employees, cities are experiencing additional unemployment costs. In addition, volunteer 
firefighters who lose their primary private sector job and draw unemployment have a 
portion of their UI benefits billed to the city based on their previous year’s fire call income. 
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 FFCRA issues: The Families First Coronavirus Response Act included a paid leave 
requirement. However, unlike private businesses and not-for-profit entities, local 
governments are not provided with the associated tax credits provided to other employers. 

 Additional staffing: Distancing requirements have contributed to additional staffing and 
related costs (e.g. sending public works staff in separate vehicles, etc) 

 Work Comp presumption costs: The legislature and governor approved a bill that 
establishes a occupational disease presumption for public safety and medical workers 
diagnosed with COVID-19. Although the state has seen more than 3,100 confirmed cases 
as of 4/24/2020, that number is expected to rapidly rise in the coming weeks and months. 
As the incidence rises, we expect the cases impacting public safety personnel will also rise 
as will the costs to the worker compensation system. These cost impacts are directly related 
to the pandemic and could be substantial.  

 Additional personnel: Hiring additional personnel and/or specialists (e.g. disinfecting 
facilities) 

 Health insurance: additional costs due to employees moving to family coverage due to 
spouse losing insurance coverage during pandemic. 

 Continued Health Insurance: Public safety personnel disabled by COVID-19 would likely 
be eligible for the city to continue to pay for health insurance coverage under MS299a.465 

 
Unbudgeted expenses for equipment and supplies 

 Personal protective equipment (PPE): For public safety personnel (e.g. masks, gowns, 
gloves) 

 Computer equipment: Purchases and leases for equipment such as computers in order to 
continue city operations. 

 Software: Costs for additional software, software licenses and computer services needed 
for operations due to the pandemic (ZOOM, Webex, etc) 

 Specialized public safety equipment: Additional public safety equipment such as 
thermometers 

 Public notifications: Publication of additional official notices or other public notices 
related to the pandemic 

 Printed materials: Costs for additional printed materials, signage, etc. related to the 
pandemic 

 Disinfecting supplies: Supplies and services use to disinfect public buildings and facilities 
 
Miscellaneous unbudgeted costs 

 Legal: Additional legal expenses 
 Property maintenance: Additional maintenance costs for foreclosed and abandoned 

properties 
 Translation services: Additional costs related to providing multi-lingual translation 

services 
 
City revenues reductions 

 Reduced user fees: User fees support park and recreation programs (ice arenas, pools, 
recreational centers, golf courses, etc.). As these facilities are shut down, staff furloughs 
may contribute to higher unemployment costs mentioned above. 
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 License and Permit fees: Reduced license and permit fees (some cities are refunding 
license fees to businesses affected by EO20-04. Staff positions supported by license and 
permit fees many be furloughed and contribute to increased unemployment costs 
mentioned above. 

 Water/sewer revenues: Many cities are seeing an increase in delinquent water and sewer 
charges. These late payments could impact debt service on bonds supported by utility 
revenues or delay previously planned capital improvement projects. 

 Municipal electric and gas revenues: Many cities with these utility operations are 
beginning to see additional delinquencies in payments. 

 Gas/electric and cable franchise fees: Late utility payments may reduce collections of 
franchise fee revenues. 

 Property taxes: Many cities expect to see an increase in late property tax payments due to 
financial circumstances or action by counties to waive penalties on late payments. 

 Special taxes: Many cities are already experiencing reduced collections of special taxes 
such as lodging, food and beverage, amusement taxes. 

 Sales taxes: Reductions in general local sales tax revenues which generally are used to 
support specific capital projects and associated debt service. 

 Interest Income: Invested proceeds of property tax and state aids are yielding less 
investment income. 

 
 


