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Minutes of the Finance Committee

Village of Shorewood Hills
Wednesday, September 16, 2015

(scheduled for review at the next Finance Committee meeting)

Called to Order at 5:39 p.m.:

A.

Roll Call: Committee Members Present: Chair/Village Trustee Dave
Benforado, Village President Mark Sundquist, Village Treasurer Sean Cote,
and Karl Wellensiek. Dave Ahmann and Gard Strother arrived after the
meeting began. Carl Gulbrandsen was excused.

Others Present: Village Administrator Karl Frantz, Village Clerk Cokie
Albrecht.

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 September 2, 2015, Finance Committee meeting. Motion to approve the
minutes by K.Wellensiek, second by M.Sundquist. Motion passed (4-0).

Continued Discussion of FY16 Village Budget recommendation to Village Board
(general fund, all other funds including debt, water, sewer, stormwater, waterfront,
pool, tax increment, capital):

A.

General Fund: Frantz summarized the draft FY 16 budget as follows (handing
out a detailed line by line 29 page budget dated 9/11/15 and a five-page
summary showing the adjustments made since the last meeting):

1. Actual increase to employee health insurance of 9%.

2. $15K increase in State Highway Aid (formula driven).

3. Reducing the tree maintenance and removal budgets by $15K (to

offset the increase for Ash tree treatment).

4. Eliminating the $4K annual Village Recognition Dinner.
Eliminating the $7K for new Village Hall roof HVAC unit (this
will now be in the Capital budget).

6. Eliminating the $17K Police Department FY 16 special requests
(body cameras and server, new speed board, new bikes).

7. Minor reductions in various expense categories. Frantz mentioned
he was prepared to discuss further detailed budget cuts totaling
$70K if the Committee wanted to.

8. Given the above changes, the FY16 revenue gap = $30K
(assuming zero application of unassigned fund balance).

N

General Fund Discussion:
1. Benforado handed out a one-page memo summarizing his thoughts
on the FY'16 budget:
a. Additional FY16 Expenses: should consider whether we
need to budget planning money for a new dry storage
building at BCC (the lease on our current building expires
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at FY17 year-end) and whether we need to budget for a
consultant to recalibrate the Village employee step increase
plan.

b. $715K in paybacks (FY16-FY19): noting four-year
payback schedule for $715K in advances to the water
utility, sewer utility and TID #4.

c. Conservative Budgeting: noting conservative budgeting
principle used by Committee, that is to not assume any
inspection fees for any proposed project unless it has been
completely approved. The net fee proceeds for the three
proposed but not completely approved projects (i.e., Flad’s
ATT Plaza, Arneson’s Arbor Crossing II, Flad’s Lodge at
Walnut Grove II) would be roughly $180K.

d. Two Minor Changes totaling $10K: decrease LWMMI
insurance dividend from $5K to zero, increase Madison
Metro contribution from $25K to $30K.

e. Reduce Village Levy Increase from Maximum Allowed
of 6.7% to between 3.5-4% with $60-75K Fund Balance
Application.

2. Committee Direction: following discussion, it was generally
agreed to:

a. Increase the payment to Madison Metro from $25K to
$30K.

b. Reduce the tree maintenance and removal budgets by $10K
rather than $15K (adding $5K back in).

c. Keep the annual Village recognition dinner expense in the
budget (adding $4K back in).

d. Keep the Police Department FY 16 special request expense
(adding $17K back in), assuming a subsequent favorable
Public Health and Safety Committee recommendation.

e. K.Frantz to make further minor modifications and
refinements as needed.

f. Cap the Village levy increase at 4%, and apply roughly
$60-75K in unassigned fund balance to close the gap.

Department Narratives were in the materials packet for the meeting, each
Department Head providing a general department description, a mission
statement, descriptions of services offered/vehicles/major equipment, capital
needs, program and service changes, major work activities, future issues and
goals.

Payback Schedule for Advances to Water and Sewer Utilities, TID #4:
Frantz handed out a memo dated 9/16/15 summarizing the approximate
payback schedule for $715K in advances to the Water and Sewer Utilities
from the Capital Fund, and advances to TID #4 from the General Fund:
1. $155K in FY16: $75K (Water)+$29K (Sewer)+$51K (TID #4).
2. $193K in FY17: $93K (Water)+$29K (Sewer)+$71K (TID #4).
3. $198K in FY18: $93K (Water)+$29K (Sewer)+$76K (TID #4).
4. $169K in FY19: $93K (Water)+$76K (TID #4).



E. Other Funds. K.Frantz summarized the status of the other funds for the
Committee at the meeting, and with spreadsheets and a memo he had

prepared:

1.

Debt Service Fund (worksheet dated 9/11/15): FY 16 debt service
is $970K excluding utility and TID debt.

Water Utility (worksheet dated 9/1/15, rate adjustment needed,
will be subject of 10/21/15 Committee meeting): the water utility is
due for a rate adjustment, last rate adjustment was in 2011(the
change to quarterly billing effective 2012), thought rate increase
would be approved by WI PSC for FY'15 but Village delayed case
since we were waiting for City of Madison water case to conclude
which it did a few months ago.

a. FY15 year-end projections are revenues of $432K and
expenses of $506K leaving a $74K deficit (this $74K
deficit may be considered short term and not booked as an
advance).

b. Utility has already been advanced $278K from Cap Fund
(repayment schedule assumes repayments of $75K in
FY16, $93K in FY17, $93K in FY'18, $93K in FY'19).

c. Pending PSC rate case assumes a 50% rate increase, the
driver being the significant Village infrastructure
construction in the 2011-2015 period. The increase will be
net 40% if PSC approves a “conveyance fee” as part of rate
case, that fee would be paid to the Village by the City of
Madison for Madison’s use of Village water pipes to
circulate wholesale water. If rate case is approved, a utility
customer that currently has a quarterly water bill of $68
will see an increase of $27 per quarter to $95.

d. Assuming rate case is approved by PSC, FY 16 projections
are revenues of $592K and expenses of $576K (including a
return of $75K to the general fund to cover the FY15
deficit, and a $58K annual PILOT — payment in lieu of tax
— to the general fund).

3. Sewer Utility (worksheet dated 9/1/15, rate adjustment needed,

will be subject of 10/21/15 Committee meeting). The sewer utility
is also due for a rate adjustment, last rate adjustment was in
2011(the change to quarterly billing effective 2012).
a. FY15 year-end projections are revenues of $309K and
expenses of $296K leaving a $13K surplus.
b. Utility has already been advanced $90K from Cap Fund
(repayment schedule assumes repayments of $29K in
FY16, $29K in FY'17, $29K in FY18).
c. Pending rate adjustment by Village Board assumes a 14%
rate increase, the driver being the Village sewer
infrastructure construction in the 2011-2015 period (less
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than the water utility since the sewer pipes were found to
be in much better condition and less in need of
replacement). A sewer utility customer that currently has a
quarterly water bill of $51 will see an increase of $7 per
quarter to $58.

d. Assuming rate case is approved by Village Board, FY16
projections are revenues of $347K and expenses of $341K
(including a return of $30K to the general fund to cover a
third of the prior advances).

4. Stormwater Fund (worksheet dated 9/1/15): stormwater fund
created in 2008 and has been accumulating roughly $155K each
year from property owners since, but spending started in earnest in
subsequent years in conjunction with road construction and
associated stormwater pipe/inlet installations and rain garden
projects. Rain garden maintenance and street sweeping is paid for
through this fund, the former of which will probably need less
maintenance in future years when the rain gardens mature.

a. $223K in cash at FY 14 year-end.

b. FY15 year-end projections are revenues of $153K,
expenses of $181K, deficit of $28K.

c. FY16 projections are revenues of $155K, expenses of
$199K, deficit of $44K.

5. Waterfront Fund (worksheet dated 9/1/15):
a. $34K in cash at FY 14 year-end.
b. FY15 year-end projections are revenues of $66K, expenses
of $60K, surplus of $6K.
c. FY16 projections are revenues of $66K, expenses of $50K,
surplus of $16K.

6. Pool Fund (worksheet dated 9/4/15): these are administrative
estimates since the Pool Committee has not created an FY 16
budget yet. Continued very good annual revenue has allowed pool
to weather several recent years of high pool debt of over $100K/yr
which will drop off to $13K in FY'18. Village pool and its portion
of building is starting to show age, so a few years of surplus
accumulation will help with minor and major repairs and
improvements.

a. $227K in cash at start of FY 14.

b. FY15 year-end projections are revenues of $563K,
expenses of $525K, surplus of $38K.

c. FY16 projections are identical (revenues of $563K,
expenses of $525K, surplus of $38K).

7. Tax Increment Fund (TID #3 and TID #4, worksheets dated
9/8/15):
a. K.Frantz explained that the both TIDs are doing well, and
that both have projects underway or proposed. However,
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the TID worksheets are not good descriptions of TID
activity (increment or expenses over time). Frantz is
working on a better way to present that information, and
that a comprehensive TID analysis and forecast will be
available shortly.

b. TID #4 (west end of Village) has been advanced $274K
from General Fund (repayment schedule to general fund
assumes repayments of $51K in FY'15, $71K in FY 16,
$76K in FY17, $75K in FY18).

8. Capital Fund/Long Term Planning. The Committee briefly
touched on the Capital Fund and long range planning, K.Frantz
summarizing the issues, the Committee agreeing to table a detailed
discussion until a later meeting. On these issues, K.Frantz
distributed various documents:

a. Two-page memo “Long Range Financial Planning”:

1.

il.

iil.

1v.

Village Debt: describing Village debt status
through 2024 being fairly fixed, with little room for
additional debt outside of an additional $2.5M
already planned for (the Village being at 95% of its
debt policy limit which is 25% of operating
revenue).

TID #3 and TID #4: describing the state of TID #3
and TID #4 scheduled to close in 2028 and 2030
respectively, both projected to collectively increase
the Village tax base by roughly $64M which in turn
will result in close to $400K in additional Village
property tax revenue.

Long Range Major Village Capital Needs: annual
regular capital expenditures (for, e.g., equipment)
will average $70K/year. Having completed road
reconstruction and infrastructure replacement in the
eastern portion of the Village, and using pavement
overlays for the worst roads in the western portion,
roughly $15M will be needed in the 2025-30 period
for road reconstruction and infrastructure
replacement in the remaining areas of the Village.
A new Community Center/Pool in the 2025-2030
period could cost $3-5M. A new Public Works
building and a new Village Hall could run $3-5M,
or we could maintain both at much less of a cost.
The Capital Fund has roughly $500K that is not
associated with any debt instrument or earmarked
for projects ($370K has been advanced to the water
and sewer utilities, and will be paid back over the
next four years).

General Fund: describing the levy supported
general fund, how current levy limitations restrict
the Village’s ability to raise the levy to roughly
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$30K/year, how fund balance has been accumulated
over the last ten years, and how fund balance can be
applied.

b. “Existing General Obligation Debt Service Payments”
spreadsheet. A two-page spreadsheet from RW Baird dated
9/14/15 showing principal and interest payments in total
due through 2033, and broken down by fund (i.e., pool,
TIF, water, marina, sewer, stormwater, general fund).

c. “Shorewood Hills Public Works Department
Equipment List 2017-2030 (spreadsheet dated 9/16/15).

d. “5 Year Projection of Capital Needs Sorted by Date
[2015-2021]” (spreadsheet dated 8/15).

e. “Estimated Capital Borrowing 2015 and 2016~
(spreadsheet dated 8/15).

f. “Reconciliation of Debt Proceeds — Projections [2007-
2017]” simply showing to what fund (i.e., water, sewer,
stormwater, capital, TID #3, TID #4) the various debt
issuance amounts were applied to.

g. A summary spreadsheet titled “Long Range Financial
Planning [2015-2033]”. Two versions of the same
spreadsheet, one assuming a new Village Hall plus a new
Public Works building plus a new Community Center/Pool,
the other assuming simply maintaining those three
buildings: both assuming average equipment capital
expenditures each year, general fund expenses growing
3%/year and general fund revenues growing by 2%/year,
closure of TID#3 in 2027 and TID#4 in 2029 (returning
those areas to the Village property tax roll the following
year), and fund balance application to cover the gap. The
Fund balance goes negative in the seventh year.

5. Future Meeting Dates: the Committee reviewed and agreed to the following meeting

dates:

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

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

C. 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.

D. Nov. 11, 2015 (5:30 pm), if needed.

6. Adjourned: at 7:10 p.m.

Respectfully submitted by Dave Benforado on September 27, 2015.
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