Minutes of the Finance Committee

Village of Shorewood Hills
Wednesday, February 11, 2015

(approved at the March 11, 2015 Finance Committee meeting)

Called to Order at 5:30 p.m.:

A.

Roll Call: Committee Members Present: Chair/Village Trustee Dave
Benforado, Village President Mark Sundquist, Gard Strother (arrived at 5:36
p.m.), Fred Wade, Karl Wellensiek. Village Treasurer David Kuenzi and
Dave Ahmann were excused.

Others Present: Village Administrator Karl Frantz, Village Trustee Mark
Lederer, Brad Viegut (R.W. Baird).

Meeting Notice: D.Benforado inquired and K.Frantz confirmed that the meeting had
been properly posted in compliance with open meeting laws.

Approval of Prior Meeting Minutes: the Committee reviewed the draft minutes
from the October 29 2014, Finance Committee meeting. Motion to approve the
minutes by F.Wade, second by M.Sundquist. Motion passed (4-0).

Recommendations regarding financing the Village 5-year Capital Plan:

A.

D.Benforado reviewed the various handouts for the meeting:

1. Two 117X17” 5-year Village capital needs spreadsheets, one
sorted by date and one sorted by category (rev. 1/28/15).

2. Summary page based on the above data listing estimated $2.8M in
Village capital borrowing needs for 2015 and 2016 (rev. 1/28/15).

3. Summary page listing all of the proposed $1M 2015 road
construction projects in the Village (rev. 1/13/15).

4. Ten page handout from B.Viegut with various spreadsheets, graphs
and tables presenting two hypothetical borrowing scenarios to
achieve the Village’s 2015 and 2016 borrowing needs (rev.
2/5/15) .

The Committee had an initial discussion about the list of Village capital
needs, followed by a general discussion that the Village debt is now $16M
(roughly half of which is levy supported debt, the other half being non-levy
supported debt associated with the pool, water utility, sewer utility,
stormwater utility, TID #3 or TID #4), that the Village policy is that levy
supported debt service should normally not exceed 25% of total Village
annual operating revenue, and that State law dictates that total Village general
obligation debt may not exceed 5% of total equalized property value in the
Village.

B.Viegut explained that municipal borrowing rates are very low now and
estimated that if the Village issued promissory notes in May 2015, a



conservative estimate of the interest rate at issuance would be 2.28%. He is
less certain about what the borrowing rates would be in 2016 and for his
estimates assumed a conservative interest rate of 3.5%. Viegut explained and
the Committee then discussed the differences between notes and bonds as
borrowing instruments, the former giving the Village more flexibility as to the
ultimate use of the borrowing proceeds. Viegut then walked the Committee
through the two borrowing scenarios, all of the proposed instruments having
10 year terms since that term closely aligns with the projected life of a
majority of the items listed, and all of the proposals result in the Village
complying with both its own financial policies and statutory limits as to debt:
1. Scenario #1: $1.6M in GO (general obligation) promissory notes
issued in May 2015 with an estimated interest rate of 2.28%
interest and $1.4M in GO promissory notes issued in May 2016
with an estimated interest rate of 3.5%; and
2. Scenario #2: $2.9M in GO promissory notes issued in May 2015
with an estimated interest rate of 2.28%.

D. The Committee discussed the two borrowing options presented. The
Committee identified a $500K item in the planned 2016 borrowing list (the
proposed cold storage building) that it would prefer to place on hold until
more is known about whether the Village plans to pursue that building in 2016
and how much the building would cost. The Committee noted that one
issuance in 2015 rather than two (one in 2015 and one in 2016) would serve to
save roughly $150K in combined interest savings and issuance costs, and lock
in a very low 2015 borrowing rate. The sense of the Committee was to
recommend one combined issuance in 2015 for 2015-2016 borrowing needs,
but to subtract the $500K amount for the cold storage building from the list
(noting that if the Village wanted to proceed with the cold storage building in
2016, it could do so by, e.g., borrowing the amount from the State Trust
Fund). Karl Wellensiek expressed concern with the amount of current Village
debt. He felt that annual debt service on existing and anticipated new debt was
creating a substantial burden on village taxpayers.

E. Motion by M.Sundquist, second by G.Strother, to recommend to the
Village Board that it pursue debt financing arrangements with
R.W.Baird in 2015 in the amount of $2,355,000. Motion passed (5-0).

5. Future Meeting Dates: the Committee reviewed and agreed to the following meeting
dates:
A. March 11, 5:30 p.m.
B. May 13, 5:30 p.m.
C. June 10, 5:30 p.m.

6. Adjourned: at 6:56 p.m.

Respectfully submitted by Dave Benforado on February 12, 2015.
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