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Minutes of the Finance Committee

Village of Shorewood Hills
Wednesday, September 2, 2015
(scheduled for review at the next Finance Committee meeting)

Called to Order at 5:35 p.m.:

A. Roll Call: Committee Members Present: Chair/Village Trustee Dave
Benforado, Village President Mark Sundquist, Village Treasurer Sean Cote,
Dave Ahmann, Karl Wellensiek. Gard Strother and Carl Gulbrandsen were
excused.

B. Others Present: Village Administrator Karl Frantz, Village Clerk Cokie
Albrecht, Village Trustee Mark Lederer.

Meting 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 July 15, 2015, Finance Committee meeting. Motion to approve the
minutes by D.Ahmann, second by S.Cote. Motion passed (5-0).

Staff followup report from Baker Tilly’s audit management letter for Village
budget year ended December 31, 2014 (re staff review of internal controls and
SEC debt compliance training/policies).

A. Internal Controls: K.Frantz reported that annually, he and C.Albrecht work
with the auditors to further refine and improve Village internal controls; that
they annually review and refine written procedures for the major areas
(payroll, accounts payable/disbursements, utility payments, receipts). Frantz
referred the Committee to Baker Tilly’s Vicki Hellenbrand’s remarks when
she summarized the 2014 audit and management letter in her presentation to
the Village Board, Hellenbrand emphasizing that the uniform accounting
requirements that apply to large and small entities (like the Village) make
some of the requirements impractical for the Village.

B. SEC Debt Compliance Training/Policies: K.Frantz reported that the Village
complies with SEC debt compliance annual reporting. Annually the Village is
required to provide its financial statements and other information to MSRB
(Municipal Securities Reporting Board), and that the Village financial advisor
RW Baird reminds Village staff to do so. Baker Tilly’s management letter
recommended annual SEC compliance training for Village officials. Frantz
and Albrecht will explore what sort of such training Baker Tilly or the
Electronic Municipal Market Access (EMMA) might be able to provide for
the Village, and determine who is included in the phrase “Village officials”.

1. Motion by M.Sundquist, second by S.Cote, to recommend that
the Village Board amend Village Financial Policies to include
such training as follows: Amend the section of the Village
Financial Policies titled “Post-Issuance Compliance Policy for
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Tax-Exempt Obligations” by adding item #6 to read “6. In
consultation with Village auditors and bond counsel, adequate
training will be offered to ensure that appropriate Village public
officials understand their specific responsibilities in this area.”
Motion passed (5-0).

Initial Discussion of FY16 Village Budget: the meeting packet included a 4-page
memo from K.Frantz summarizing budget issues (dated 8/31/15), a 2-page memo
from Village Police Chief Pine regarding special Police Department budget requests
(dated 8/12/15), a 29-page draft FY 16 Village budget (dated 8/31/15) which also
shows projected FY15 year-end numbers on each line. Frantz handed out at the
meeting a one-page summary chart and table comparing the Village property tax bill
for an average Village property owner for the period 2005-2015.

A.

K.Frantz summarized the Village “Fund Balance (FB)”: FY 14 ended with
an unassigned general FB of $625K or 18% of FY 15 budgeted expenditures,
within the Village policy of between 15-25%. FY14 ended with an assigned
FB of $195, most of which ($158K) being the remaining proceeds from the
sale of Fire/EMS equipment (those proceeds being applied over a three year
span, FY 16 being the last). There is also $306K in non-spendable FB that
consists mainly of $274K in advances to TID #4 on the west side of the
Village. TID #4 should be in a position to begin to pay this advance back
over a 2-3 year period beginning in FY16. At FY15 year-end, it is anticipated
that unassigned FB will go down since the FY15 budget applied $119K of FB,
$79K of which from the assigned FB (the 1/3 portion of the Fire/EMS sale
proceeds), the remainder from unassigned FB. Additionally, the water utility
will probably need roughly an $80K advance in FY15 from unassigned FB
(once the new water rates are approved, that advance will be paid back over 2-
3 years).

K.Frantz summarized projected FY15 $3.5M budget results:

1. FY15 Expenses: the approved FY 15 budget had expenditures of
$3,512,354 and actual FY 15 expenditures are projected to be
$3,580,325, a difference of $67.971. Two expense drivers here:

a. Legal Fees: being $40K over budget (in large part because
of the Blackhawk lease negotiations and the associated
ethics issues being $25K to date); and

b. State Fire Insurance Pass Through to Madison: we
should have budgeted a pass through of $18K/year of a fire
insurance amount we receive each year from the State and
should have been passing this amount through to the City
of Madison under the new Fire/EMS agreement. By
mistake, we did not do so in FY 14 or FY 15, so we paid
Madison for two years in FY'15 ($36K).

2. FY15 Revenues: the approved FY 15 budget had revenues of
$3,512,354 and actual FY 15 revenues are projected to be
$3,585,054, a difference of $72,700. Six revenue drivers here:
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a. $37K in building permit revenue we intentionally did not
budget for (re 700 UBay Drive project);

b. $14K increase in computer aid payment from the State;

c. $11K in cash rewards (using the Village credit card for
purchases);

d. $8K in LWMMI insurance dividends;

e. $7K from sale of PD squad car; and

f. $5K in increases CATV fees.

3. Projected FY15 Revenues less projected FY15 Expenses: results
in an anticipated $5K reduction in the FB that will need to be
applied at FY'15 year-end ($114K rather than $119K). Based on
these projections, FY15 will be the first year in many that the
Village will actually have to apply the budgeted FB amount (in
most prior years, we budgeted to apply FB but did not have to at
year-end due to more revenues and less expenses than budgeted).

4. Capital Fund: has roughly $400K from various non-debt sources
and $367K has been advanced to the utilities. Once the new water
and sewer rates are approved, this $367K will be paid back by the
utilities over 2-3 years.

5. Utility Rate Adjustments: Baker Tilly is analyzing the cost
structure and rates for both the water utility and the sewer utility,
and will be recommending increases for both. The water case is
before the PSC for review and may include a rate increase of 40%.
The sewer case will be acted on by the Village Board and may
include a rate increase of 14%. These two rate increases would
increase the average homeowner’s utility bill by $35/quarter.

6. Long Range Planning: K.Frantz reports that staff is developing a
long range capital plan (2015-2030), and that general fund
projections in terms of revenues, expenses and FB applications are
very tough to do.

a. Advance Payback Schedule: The Committee asked
K.Frantz to estimate a schedule of what years the utilities
and TID # 4 would repay the advances made ($367K and
perhaps an additional $80K advanced to the utilities;
$274K advanced to TID #4).

C. Draft FY16 Budget:

1. Draft FY16 expenses: are $3.708.227, $196K or 5.5% more than
FY15 budgeted expenses, $86K or 2.4% more than FY 15 projected
year end expenses. Major drivers are:

a. Employee Salaries: budget assumes a 1% plus STEP
increase for employees on the STEP plan (a STEP increase
being roughly 2-3%), and 3% for employees not on the
STEP plan. Village has lost 1.0 FTE in staffing over the
last year. Personnel Committee will be reviewing the
proposed FY 16 salary adjustment and making a
recommendation to the Board in September or October.
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Tax Levied Debt Service: has increased $140K. And after
this increase, annual debt service will remain stable if the
Village stays within the borrowing range the Board has
discussed (roughly $2M through 2021).

Fire/EMS Payment to Madison: the formula driven
contract amount the Village must pay the City of Madison
for Fire/EMS coverage increased by $31K to $508K (going
forward, we require new developments in TIDs to pay their
share of increased cost based on population and increased
property value until the TID is closed).

Police Department: $20K for body cameras ($12K),
additional portable speed board ($5K), two new bikes for
CSOs replacing 10-15 year old bikes ($3K).

State Fire Insurance Premium Pass Through: $18K
expense pass through in fire department insurance amount
to be paid to the City of Madison.

Emerald Ash Borer Treatment: $15K for emerald ash
borer treatments for roughly 80 Village owned ash trees
($15K in FY17 for the remaining 80). The initial
treatments were paid for with donations; these treatments
must occur every other year.

Health Insurance: $10K for increased health insurance
costs (Village utilizes the State ETF health plan for local
units of government; a 9% increase in premiums for FY16;
Village employees pay 10% of the premium). Staff looking
at alternative plans to see if they would be less expensive
(e.g., the League’s new health insurance offering).

Fuel and oil costs: have been reduced slightly reflecting
the market.

2. Draft FY16 revenues: are $3,671,432, $86K more than FY 15
projected year end revenues. Major drivers are:

a.

$163K increase in the Village tax levy: $140K of that
amount is for additional debt service that is exempt from
state imposed levy limits. The additional $23K is the
maximum statutorily allowed increase in the Village levy
by the amount of net new construction or about 1%. The
total levy increase is 6.4%.

$123K FB application: $91K of which is the last 1/3
application of the Fire/EMS sale proceeds (over the $79K
applied to FY 14 and FY 15 budgets because the actual sales
brought in more than projected). This FB application
includes $32K from an unanticipated premium paid to the
Village by investors when the Village sold the 2015 notes.
The actual premium amount was $63K, and this amount
was apportioned to the general fund ($32K), TID, sewer,
marina, etc. The $63K is in the debt service fund, which
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must be zeroed out at year end. Note there is no
application of unassigned FB here.

c. $40K Drop in State Highway Aid: from $250K in FY15
to a projected $210K in FY16. This is a formula driven
state payment based on a three year look back at actual
Village road construction expenses, and in FY 16, the
Village costs for FY'11 (a year in which we spent a lot on
road construction) will drop from the formula.

d. Loss of $5K Parking Revenues: due to the probable ATT
Plaza construction project, the Village will lose its
$5K/year parking revenue for spaces that it currently rents
to ATT Plaza owner.

e. Building permit revenues: last year we conservatively
assumed building revenues only for approved projects (i.e.,
we assumed no building permit revenues for the 700 UBay
Drive since it had not been approved). Likewise, this draft
budget conservatively assumes a rather small amount for
building permit revenues even though there are three
significant large building projects that may be approved in
FY16 (i.e., ATT Plaza $33K, Lodge at Walnut Grove
$89K, Arbor Crossing II $93K). None of this $215K in
potential revenues or the $30K or so in inspection expenses
have been included in the draft FY'16 budget.

3. Bottom Line/Property Tax Impact:

a. $37K Gap: based on draft FY16 expenses of $3,708,227
and revenues of $3,671,432, the current FY 16 budget
shows a gap of $37K (which can be closed with
expenditure reductions, additional application of FB, other
revenue enhancements, or a combination of these).

b. Impact on average Village property owner (a home with
an assessed value of $588K): based on a Village property
tax levy of $2,859,136, the Village portion of an average
Village homeowner’s property tax bill will increase by
$222. Why the increase? Largely based on the debt
service on the Village infrastructure spending over the last
few years (i.e., new roads, new underground pipes, rain
gardens). Will not know Madison Metro School District,
Madison College or County levies until mid October.

TIF/TID Update: K. Frantz briefed the Committee about probable new projects in
TID #3 on the east end of the Village (ATT Plaza, Arbor Crossing II) and TID #4 on
the west end of the Village (Lodge at Walnut Grove II), that the TIDs may have to
amended, that the Village may want to consider the formation of new TIDs, and that
the Committee will be apprised with more detailed information when more is know.

Future Meeting Dates: the Committee reviewed and agreed to the following meeting
dates:
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A. Sept. 16, 2015 (5:30 pm), continued discussion of draft 2016 Village budget.

B. Sept. 29, 2015 (5:30 pm), continued discussion of draft 2016 Village budget,
M.Sundquist not available.

C. Oct. 14, 2015 (5:30 pm), conclude discussion of draft 2016 Village budget.

D. Oct. 21, 2015 (5:30 pm), possible 2016 budget meeting if needed (or devoted

to Village water and sewer rate adjustments), M.Sundquist not available.
8. Adjourned: at 7:05 p.m.

Respectfully submitted by Dave Benforado on September 7, 2015.
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