Communications Fund
The City’s Communications Fund accounts for activity supported by revenue received from cable franchise fees paid by cable television customers. The current cable service provider is Comcast. Franchise and PEG fees collected from cable television subscribers are passed through to the North Metro Telecommunications Commission (NMTV), which is the regulatory body that oversees the cable franchise. The Commission uses these fees to provide to its member cities educational opportunities for kids, adults, and seniors; tape and film transfer services; coverage of high school sports, local news, and local elections; municipal programming, including city meetings, and other informative and interesting programming regarding their communities. A portion of the collected fees is distributed to Blaine and the other member cities and is used to support various communications initiatives within the city.

An Uncertain Future
The cable television industry is undergoing a volatile transformation. Overall, it has experienced a decline in subscriber levels and a new court ruling will very likely negatively impact franchise fees.  Additionally, NMTV is in the process of franchise negotiations, which if completed by 2022, could impact how cable providers are allowed to spend franchise fees. Per the NMTV Executive Director, recent FCC actions and subsequent court rulings will change the way franchise and PEG fees are assessed and collected and it is fairly certain that total fees to be distributed in 2022 will drop to $225,000. Blaine’s roughly 56% share of the fees would be just under $125,000. This is a significant decrease from recent years, when fees distributed by the Commission totaled $400,000, and Blaine received roughly $222,000.

[bookmark: _GoBack]With the outlook for the cable industry beyond 2022 being unstable, staff feels the best strategy is to balance the 2022 Communications Budget with a draw from reserves and transition into a new operating model beginning in 2023.

Revenue
With the expected reduction of revenue, the proposed budget would require the use of $175,000 of reserves to fund operations in 2022. This would in turn reduce the balance of fund reserves to just under $49,000. Once the cable franchise is renewed with Comcast, it is possible that franchise fees will no longer be available and PEG fees could be restricted to capital costs only. In such a case, an alternative funding source would be required to support Communications’ operations. 

Expenses
The proposed 2022 operating budget is $297,670. The proposed budget supports the production and mailing of six issues of CityConnect, and two issues of BizConnect newsletters, with $86,500 budgeted for those newsletters. Expenses for the operation/maintenance of the Legistar system are budgeted for $32,000. Services including media monitoring and analytics, a survey platform, Zoom remote meeting, and other services account for $28,000 in budgeted expenses. The service charge paid to the general fund for administrative support is increased by $800 to $116,300. As a result of Communications staff moving to a larger space on the third floor of city hall, allocated facility charges are increasing by $5,150 to $5,770. North Metro Television staff will continue to produce and broadcast City Council meetings at no cost into 2022, which results in roughly $17,000 in savings to the budget.
 
Capital equipment expenses of $7,800 are programmed in 2022 to cover general equipment replacement needs ($5,000), and to purchase a wireless communications device to assist the hearing impaired ($2,800). 

The proposed 2022 Communications Fund Budget is presented below for consideration.
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CITY OF BLAINE, MINNESOTA

2022

2020 2021 2021 2022 2023 2024 2025 2026

COMMUNICATIONS FUND - 230 Actual Budget Projected Proposed Estimate Estimate Estimate Estimate

FUND RESERVE AT BEGINNING OF YEAR

254,410 $       249,413 $       249,413 $       224,258 $       48,958 $          (126,942) $      (307,042) $      (490,542) $     

REVENUES AND OTHER SOURCES

Franchise taxes

221,380 $       223,400 $       221,812 $       124,770 $       125,000 $       125,000 $       125,000 $       125,000 $      

Interest

7,070               4,500               7,600               6,200               900                   -                        -                        -                       

Total revenues and other sources

228,451           227,900           229,412           130,970           125,900           125,000           125,000           125,000          

OPERATING EXPENDITURES

General government:

Personal services

13,975             1,000               -                        -                        -                        -                        -                        -                       

Supplies

468                   500                   183                   500                   500                   500                   500                   500                  

Contractual services

108,435           139,500           136,240           175,900           179,000           182,100           185,300           188,500          

Other services and charges

90,570             116,120           116,120           122,070           122,300           122,500           122,700           122,900          

Total operating expenditures

213,448           257,120           252,543           298,470           301,800           305,100           308,500           311,900          

Capital Program:

Computers and Printers

-                        -                        2,024               7,800               -                        -                        -                        -                       

Technology buildout (Conference Rooms)

20,000             40,000             -                        -                        -                        -                        -                        -                       

Total Capital

20,000             40,000             2,024               7,800               -                        -                        -                        -                       

Total expenditures and other uses

233,448           297,120           254,567           306,270           301,800           305,100           308,500           311,900          

Increase (decrease) in fund balance

(4,997)              (69,220)            (25,155)            (175,300)         (175,900)         (180,100)         (183,500)         (186,900)        

FUND RESERVE AT END OF YEAR

249,413 $       180,193 $       224,258 $       48,958 $          (126,942) $      (307,042) $      (490,542) $      (677,442) $     

FUND RESERVE TARGET

Cash Flow Reserve

25,000             25,000             25,000             25,000             25,000             25,000             25,000             25,000            

 Major System Component Replacement

15,000             15,000             15,000             15,000             15,000             15,000             15,000             15,000            

40,000             40,000             40,000             40,000             40,000             40,000             40,000             40,000            

Unrestricted Fund Balance

209,413          140,193          184,258          8,958               (166,942)         (347,042)         (530,542)         (717,442)        

FUND SUMMARY


