THE CITY OF

LAKE ELMO

MAYOR AND COUNCIL COMMUNICATION

DATE: 10/20/15
REGULAR
ITEM: #15

AGENDA ITEM: WAC/SAC “Proforma” Projection Model
SUBMITTED BY: Clark Schroeder
THROUGH: Clark Schroeder
REVIEWED BY: Clark Schroeder

SUGGESTED ORDER OF BUSINESS:

- INtroduction Of ITEM........coiiiiiee e Clark Schroeder
- RepOrt/Presentation ..........ccccecviiiiiiiiie et Clark Schroeder
- Questions from Council to Staff............cccoooeeiiiiie Mayor Facilitates
- Public Input, if APPropriate.......c.ccviveiveieiieeiieie e se e Mayor Facilitates
= Call FOr MOtION......vciecce e Mayor & City Council
I B 1T U5 o] o S PRRRORN Mayor & City Council
= ACHION 0N IMOLION ..o e e Mayor Facilitates

PUBLIC POLICY STATEMENT: NONE

BACKGROUND AND STAFF REPORT:

At recent council meetings, there have been discussions surrounding the “profroma” projection model
which is used to forecast future activity in the enterprise funds (water, sewer and storm water). There
were questions related to the spread sheets presented at the meeting. In reviewing the spread sheets, when
they were printed, one of the columns did not print (2014 actual activity). This resulted in the numbers
printed not adding up to the total listed on the spread sheet. Another question was asked on why certain
numbers were not exactly divisible by the set WAC fees per rec of $4,000. As a result of special prepaid
water agreements with Lake EImo Avenue land owners, some of which were not directly driven by a set
number of Rec units, cause that math to not be exact. Changing any of the assumptions (# and timing of
build outs; residential or commercial, etc) can impact the projected revenue by millions of dollars; up or
down.

The Pro-forma projection models are not new. They are long term projections which are done when there
is any significant development activity planned. Models have been found dating back as far as 2004 and
were updated in 2007, 2009, 2010 and 2011 by the Finance staff at that time.

In 2012 it was decided to hire Northland Financial Services to do an independent model which they did
do and present to the City Council on 10/2/12 (see attachment). All of the statistical information was
compiled and provided to Northland services by the City Finance Department.

In 2013, Northland services was again hired to update the model to determine if the fees being charged in
the Utility funds were reasonable and consistent with other Cities. Their proposal was presented to the
City Council on 2/28/13 (see attachment), suggesting the current utility fee structure which is in place
today. (Changed the development fee structure from one $3,900 fee due at build out to a $4,000 fee of




which a $3,000 water access fee is due by the developer at plat with the remaining $1,000 water
connection fee being due at the time of the building permit.)

In 2013, the Finance Committee decided that a new Proforma model should be developed which would
look at each line of the proposed water loop (194 vs Lake EImo Avenue vs Old Village) to determine
whether each line would fund itself. This model was built focusing on those lines and provided
information specific to those lines. This model was presented to the City Council as a basis for deciding
whether to approve the Lake EImo Avenue water and sewer lines. At this meeting, the City Council
decided that the independent lines were not relevant as it was all part of the larger water “loop”. The new
model then became obsolete as it was set up by water line as a decision making tool for expansion and
once the expansion was under way it needed to be revamped and streamlined.

In 2015, the Finance Director built a new condensed version of the proforma projection model, utilizing
key linked worksheets (CIP, Debt service etc) and adding in new components which were previously not
incorporated into the model (special assessment collections, new prepaid water contracts with parties in
the 194/Lake EImo Avenue area etc). This model was first shared with the City Council on 2/5/15. It
needs to be noted that the special assessments receivable changed significantly when the development
activity increased due to the large 100% infrastructure assessment projects (Section 34 etc). This new
model is the version being discussed today.

Accounting Information/Clarification

The enterprise funds are classified as “Business-Type” funds which are intended to be self-sufficient and
not impacted by, nor funded by, the General Levy Funds (taxpayers). All activity in each of the
enterprise funds (water, sewer and storm water) is audited each year by the City external auditors and is
reported separately within the annual Comprehensive Annual Financial Report (reports available on the
City website). However, if for some reason the Enterprise funds cannot cover their expenses, the bonds
are backed by the City.

The Enterprise activity is comprised of two distinct components; Infrastructure and Operations.
Infrastructure fees (Water and Sewer Access fees) are charged to be used for the expense of building and
maintaining the infrastructure. Operational fees (Water and Sewer Connection fees) are charged to be
used for the operating expenses to provide the services to the users (staffing, water meters, etc).

The challenge is in determining the level of infrastructure fees needed to be retained in reserve to cover
the long term maintenance and replacement of the water and sewer infrastructure.

The operating fund balance needs to be sufficient to cover the operating costs while not charging an
unreasonable fee to the users. Now that the water system is being expanded and new users are coming on
board, there should be some relief coming to the water rates (tiers) which were initially developed in
response to the state water conservation initiative. Any decisions being made need to factor in this on-
going water conservation initiative and penalties if water usage exceeds the mandated per capita water
consumption levels.

RECOMMENDATIONS:

Move to a proforma software package to simplify the projections.

Obtain a cost estimate to have an Engineer develop a system analysis of our infrastructure, looking at
long term funding needs.

ATTACHMENTS:




Northland Utility Infrastructure Plan presented to the City Council on 10/2/12
Northland Financial Management Plan for Enterprise Funds presented to the City Council on

2/28/13
9/4/15 Proforma with all columns shown
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Annual Estimated Debt Service Based on Future Bonding
Plans in CIP and Estimated Structure and Future Rates

$1,400,000
$1,200,000
$1,000,000

$800,000
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City of Lake Elmo Growth Projections
Roll up of Residential and Commercial
Revenue vs Debt Service Payments
Water Fund

2015-2020

(7-10 vear absorption rate)

9/4/2015

The information presented is intended solely for financial planning purposes

600 1831

REVENUE IMPACT 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 Total
Buildouts
Residential 41 100 130 210 210 210 210 120 0 0 0 0 0 0 0 0 1231
Comimercial 35 94 70 135 90 70 86 20 0 0 0 0 0 0 0 0
EXISTING -WATER FUND (8/25/15)
Existing Water Fund Revenue (Non-usage) X 1,295,000 1,273,000 1,911,000 1,374,000 1,348,000 1,142,000 698,000 2,208,000 618,000 613,000 # 598,000 598,000 598,000 598,000 598,000 15,470,000
Existing Water Fund Usage Revenue X 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 763,050 11,445,750
Total Annual Existing Revenue 2,058,050 2,036,050 2,674,050 2,137,050 2,111,050 1,905,050 1,461,050 2,971,050 1,381,050 1,376,050 1,361,050 1,361,050 1,361,050 1,361,050 1,361,050 26,915,750
Existing Assessment Revenue X 188,884 110,617 52,744 52,744 52,744 52,744 52,744 52,744 51,245 45,133 45,133 45,133 45,133 45,133 45,133 938,009
Total Existing Available Funding 2,246,934 2,146,667 2,726,794 2,189,794 2,163,794 1,957,794 1,513,794 3,023,794 1,432,295 1,421,183 1,406,183 1,406,183 1,406,183 1,406,183 1,406,183 27,853,759
Existing Operating Expenses X (377,879) (389,219) (400,892) (412,919) (425,306) (438,066) (451,208) (451,208) (451,208) (451,208) (451,208) (451,208) (451,208) (451,208) (451,208) (6,505,153)
Existing Debt service (P+I) - Water Fund (459,124) (574,285) (632,093) (663,193) (653,543) (643.,943) (629,343) (704,633) (702,877) (684,688) (695,938) (691,500) (701,232) (704,594) (695,147) (9,836,133)
Existing Net Cash Flow - Water Fund 1,409,931 1,183,163 1,693,809 1,113,682 1,084,945 875,785 433243 1,867,953 278,210 285,287 259,037 263,475 253,743 250,381 259,828 11,512,473
PROJECTED IMPACT WITH FULL DOWNTOWN PROJECT
New Water Fund Revenue (Non-usage) X 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
New Water Fund Usage Revenue X 77,100 278,100 461,100 789,600 1,050,600 1,281,600 1,536,600 1,698,600 1,770,600 1,782,600 1,851,600 1,911,600 1,971,600 2,031,600 2,091,600 20,584,500
Total Annual Water Fund Revenue X 77,100 278,100 461,100 789,600 1,050,600 1,281,600 1,536,600 1,698,600 1,770,600 1,782,600 1,851,600 1,911,600 1,971,600 2,031,600 2,091,600 20,584,500
New annual assessment revenue 7,765 7,765 7,765 7,765 7,765 7,765 7,765 0 0 0 0 0 0 0 0 54,352
Total New Available Funding 84,865 285,865 468,865 797,365 1,058,365 1,289,365 1,544,365 1,698,600 1,770,600 1,782,600 1,851,600 1,911,600 1,971,600 2,031,600 2,091,600 20,638,852
New Operating Expenses (66,651) (133,307) (133,307) (133,307) (391,475) (391,475) (391,475) (391,475) (391,475) (391,475) (391,475) (391,475) (391.,475) (391,475) (391,475) (4,772,797)
Oversizing watermains (161,861) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 (161,861)
New Debt Service (P+I) - Water Fund 0 0 (279,614) (360,856) (403,740) (406,974) (722,545) (704,436) (686,327) (668,218) (650,109) (631,999) (613,890) (595,781) (577,672) (7,302,161)
New Cash Flow - Water Fund {143,647} 152,558 55,944 303,202 263,150 490,916 430,345 602,689 692,798 722,907 810,016 888,126 966,235 1,044 344 1,122,453 8,402,034
Combined
Combined Water Fund Revenue (Non-usage) 1,295,000 1,273,000 1,911,000 1,374,000 1,348,000 1,142,000 698,000 2,208,000 618,000 613,000 598,000 598,000 598,000 598,000 598,000 15,470,000
Combined Water Fund Usage Revenue 840,150 1,041,150 1,224,150 1,552,650 1,813,650 2,044,650 2,299,650 2,461,650 2,533,650 2,545,650 2,614,650 2,674,650 2,734,650 2,794,650 2,854,650 32,030,250
Combined Annual Certified Debt Service - Levied 2,135,150 2,314,150 3,135,150 2,926,650 3,161,650 3,186,650 2,997,650 4,669,650 3,151,650 3,158,650 3,212,650 3,272,650 3,332,650 3,392,650 3,452,650 47,500,250
Combined annual assessment revenue 196,649 118,381 60,509 60,509 60,509 60,509 60,509 52,744 51,245 45,133 45,133 45,133 45,133 45,133 45,133 992,362
Combined Available Funding 2,331,799 2,432,531 3,195,659 2,987,159 3,222,159 3,247,159 3,058,159 4722394 3,202,895 3,203,783 3,257,783 3,317,783 3,377,783 3,437,783 3,497,783 48,492,612
Combined Operating Expenses (444,530) (522,526) (534,199) (546,226) (816,781) (829,541) (842,683) (842,683) (842,683) (842,683) (842,683) (842,683) (842,683) (842,683) (842,683)  (11,277,950)
Oversizing Watermains (161,861) (161,861)
Combined Debt Service (P-+I) - Water Fund (459,124) (574,285) (911,707)  (1,024,049)  (1,057,283)  (1,050,917)  (1,351,888)  (1,409,069) (1,389,204)  (1,352,906) (1,346,047)  (1,323,499)  (1,315,122)  (1,300,375)  (1,272,819) (17,138,294)
Combined Cash Flow - Water Fund 1,266,284 1,335,720 1,749,753 1,416,884 1,348,095 1,366,701 863,588 2,470,642 971,008 1,008,194 1,069,053 1,151,601 1,219,978 1,294,725 1,382,281 19,914,507
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City of Lake Elmo Growth Projections
Roll up of Residential and Commercial
Revenue vs Debt Service Payments
Sewer Fund

2015-2020

(7-10 year absorption rate)

9/4/2015

The information presented is intended solely for financial planning purposes

REVENUE IMPACT 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 Total
Buildouts
Residential 41 100 130 210 210 210 210 120 120 120 115 100 100 100 100 100 2086
Commercial 35 94 70 135 90 70 86 20 0 0 0 0 0 0 0 0 600
EXISTING -SEWER FUND (8/25/15)

Existing Sewer Fund Revenue (Non-usage) 1,433,000 1,339,000 1,665,000 1,314,000 1,219,000 1,043,000 578,000 618,000 618,000 553,000 538,000 538,000 538,000 538,000 538,000 13,070,000
Existing Sewer Fund Usage Revenue 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 1,500,000
Total Annual Existing Revenue 1,533,000 1,439,000 1,765,000 1,414,000 1,319,000 1,143,000 678,000 718,000 718,000 653,000 638,000 638,000 638,000 638,000 638,000 14,570,000
Existing Assessment Revenue X 520,313 428,688 89,844 89,844 89,844 89,844 89,844 89,844 89,844 89,844 89,844 89,844 89,844 89,844 89,844 2,116,968
Total Existing Available Funding 2,053,313 1,867,688 1,854,844 1,503,844 1,408,844 1,232,844 767,844 807,844 807,844 742,844 727,844 727,844 727,844 727,844 727,844 16,686,968
Existing Operating Expenses (122,488) (122,488) (126,163) (129,948) (133,8406) (137,861) (141,997) (146,257) (150,645) (155,164) (159,819) (164,614) (169,552) (174,639) (179,878) (2,215,358)
Existing Debt service (P+I) - Sewer Fund X (326,390) (372,347) (372,703) (373,010) (368,217) (371,199) (366,277) (366,277) (366,277) (366,277) (366,277) (366,277) (366,277) (366,277) (366,277) (5,480,359)
Existing Net Cash Flow - Sewer Fund 1,604.435 1,372,853 1,355,978 1,000,886 906,781 723,783 259,569 295,309 290,922 221,402 201,747 196,953 192,015 186,928 181,689 8,991,251

PROJECTED IMPACT WITH FULL DOWNTOWN PROJECT
New Sewer Fund Revenue (Non-usage) X 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
New Sewer Fund Usage Revenue X 64,800 235,800 379,800 645,300 843,300 1,011,300 1,203,300 1,269,300 1,305,300 1,341,300 1,375,800 1,405,800 1,435,800 1,465,800 1,495,800 15,478,500
Total Annual Sewer Fund Revenue X 64,800 235,800 379,800 645,300 843,300 1,011,300 1,203,300 1,269,300 1,305,300 1,341,300 1,375,800 1,405,800 1,435,800 1,465,800 1,495,800 15,478,500
New annual assessment revenue 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 210,990 3,164,850
Total New Available Funding 275,790 446,790 590,790 856,290 1,054,290 1,222,290 1,414,290 1,480,290 1,516,290 1,552,290 1,586,790 1,616,790 1,646,790 1,676,790 1,706,790 18,643,350
New Operating Expenses x (61,244) (63,081) (64,974) (66,923) (68,931) (70,999) (73,129) (75,322) (77,582) (79,910) (82,307) (84,776) (87,319) (89,939) (92,637)  (1,139,072)
New Debt Service (P+]) - Sewer Fund X 0 (15,833) (15,505) (68,511) (66,850) (65,189) (63,528) (63,528) (63,528) (63,528) (63,528) (63,528) (63,528) (63,528) (63,528) (803,640)
New Casl Flow - Sewer Fund 214,546 367,876 510,311 720,856 918,509 1,086,102 1,277,633 1,341,440 1,375,180 1,408,852 1,440,955 1,468,486 1,495,943 1,523,323 1,550,625 16,700,638
Combined
Combined Sewer Fund Revenue (Non-usage) 1,433,000 1,339,000 1,665,000 1,314,000 1,219,000 1,043,000 578,000 618,000 618,000 553,000 538,000 538,000 538,000 538,000 538,000 13,070,000
Combined Sewer Fund Usage Revenue 164,800 335,800 479,800 745,300 943,300 1,111,300 1,303,300 1,369,300 1,405,300 1,441,300 1,475,800 1,505,800 1,535,800 1,565,800 1,595,800 16,978,500
Combined Annual Debt Service - Sewer 1,597,800 1,674,800 2,144,800 2,059,300 2,162,300 2,154,300 1,881,300 1,987,300 2,023,300 1,994,300 2,013,800 2,043,800 2,073,800 2,103,800 2,133,800 30,048,500
Combined annual assessment revenue 731,303 639,678 300,834 300,834 300,834 300,834 300,834 300,834 300,834 300,834 300,834 300,834 300,834 300,834 300,834 5,281,818
Combined Available Funding 2,329,103 2,314,478 2,445,634 2,360,134 2,463,134 2,455,134 2,182,134 2,288,134 2,324,134 2,295,134 2,314,634 2,344,634 2,374,634 2,404,634 2,434,634 35,330,318
Combined Operating Expenses (183,732) (185,569) (191,136) (196,870) (202,777) (208,860) (215,126) (221,579) (228,227) (235,074) (242,126) (249,390) (256,871) (264,577) (272,515) (3,354,430)
Combined Debt Service (P+) - Sewer Fund (326,390) (388,180) (388,208) (441,521) (435,067) (436,388) (429,805) (429,805) (429,805) (429,805) (429,805) (429,805) (429,805) (429,805) (429,805) (6,283,999)
Combined Cash Flow - Sewer Fund 1,818,981 1,740,729 1,866,289 1,721,742 1,825,290 1,809,886 1,537,203 1,636,749 1,666,102 1,630,255 1,642,703 1,665,439 1,687,957 1,710,251 1,732,314 25,691,889

SACS

P+1

P+I



