Minutes of the Finance Committee

Village of Shorewood Hills
Wednesday, October 21, 2015
(scheduled for review at the next Finance Committee meeting)

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

A.

Roll Call: Committee Members Present: Village Treasurer Sean Cote, Karl
Wellensiek, Gard Strother, and Carl Gulbrandsen. Excused: Chair Trustee
Dave Benforado, Dave Ahmann, and Village President Mark Sundquist. Karl
Wellensiek chaired the meeting.

Others Present: Village Administrator Karl Frantz, Village Clerk Cokie
Albrecht and Vicki Hellenbrand from Baker Tilly.

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

Progress report on Village water rate case and sewer rate analysis

Vicki Hellenbrand from Baker Tilly the firm retained by the Village to analyze sewer
and utility rates as well as develop a present a water rate case to the Public Service
Commission presented a progress report summarized as follows:

Water rates are regulated by the PSC

Water rate increase filed with PSC in July

Rate cases are taking, on average, 5 to 6 months to get to hearing stage

We need approximately $200,000 additional revenue to meet our cash flow needs,
including debt service and payback of advances to other funds

Madison Water just received new rates

Shorewood Hills will see a rate reduction from Madison of approx. 15% or 25,800

That reduction comes from the fact that they have implemented changes in their rate
structure:

Madison has flat rates (non-declining) for all customer classes except residential

For residential, they have adopted an increasing rate block structure (the more you use,
the higher unit rate you pay)
First 3,000 monthly
Next 3,000 monthly

2.84 1000 gallons
3.26 1000 gallons
Next 3,000 monthly 3.60 1000 gallons
Next 5,000 monthly 4.50 1000 gallons
Over 14,000 monthly $ 5.07 1000 gallons
Next steps for Shorewood Hills:

$
$
$
$

PSC will review revenue requirement. We asked for a higher rate of return than standard
so actual increase is unknown at this time.

Then PSC will design rates and impact on customers. We asked for a conveyance rate to
be paid from Madison to Shorewood Hills - so actual impact on customers is unknown at
this time.
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After PSC has proposed rates, there will be time for the utility to review and then a public
<> hearing will be scheduled. The public hearing is the time when your customers get a
chance to speak in support or opposition to the increase.

SEWER

R Rates are determined by Shorewood Hills

o Based on the prepared budget, an increase of approximately 38,000 is needed (see next
page)
At this point, we do not have MMSD's estimate for Shorewood Hills for 2016. We

< understand an increase of 8% overall is proposed. Impacts on individual member
communities will vary. We recommend waiting until your actual increase is known before
you approve the rate increase.

R Rate increase can go into effect at any time after governing body approval

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): The following changes were made to the 2016 general fund budget since the meeting on
September 29 for review by Finance.

Revenues
e The Village levy increase was reduced from 4% to 3%. This decreased the levy amount
by $25,134 and the impact on a $588,000 home is now $94.73
e $62,408 was added to State Highway Aid based on a final estimate from the Department
of Transportation
o $24.794 less in fund balance was applied making the total application of fund balance
$173,928
Expenses
e $12,000 was added to contingencies for payment of a health insurance opts out of $2,000
per employee. (6 employees) Three were also a few other minor adjustments based on
Personnel Committee and Board actions.

The 2016 general fund revenue and expense budget now stands at $3,701,946. This is $189,592
more than was budgeted in 2015 or 5.3%. The debt service increase in the general fund is
$139,844. If this fixed cost increase is subtracted from the budget the increase is $49,748 or
1.4%

The Committee discussed these changes and voiced concern that the fund balance may be being
hit too hard and that could result in the need to increase the levy more than desired in 2017 and
on. The Village will not be able to rely on one time revenues for a prolonged period of time as
we have over the last three years from the sale of fire equipment. The Committee noted that since
the initial budget they had already reduced the legal allowable levy increase from nearly 7% to
4%. The Committee felt the Village should not further reduce the levy to 3% and have to rely on
more use of fund balance.

Finance Committee recommendation on Budgets

Sean Cote seconded by Gard Strother moved to recommend the 2016 general fund budget
balanced at $3,701,946 and a general fund tax levy of $2,612,116 representing a 4% increase.
The impact on a $588,000 home will be $126.33.
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The Committee then by consent recommended approval of the debt service, water, sewer, storm
water, pool waterfront, and TID budgets.

The meeting was adjourned at approximately 7:00 p.m.
Respectfully submitted,

Karl Frantz
Village Administrator
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