City of Minnetonka Beach

Finance Committee
Chris Zinn (Treasurer) Chair
Erik Bender
Lee Goehring
Colby Skelton
Paul Sperduto
Davida Suiter
Johnny Whitaker

Council Liaison — Andrew Myers
Staff: Susanne Griffin

Meeting Agenda — Finance Committee
Thursday, March 21, 2019-7:00 PM
City Hall

1. Callto Order

2. Approval of Agenda

3. Approval of Minutes of November 27, 2018
4. New Business

4.1. Ehler’s Financial Management Plan Overview

4.2. 2019 Infrastructure Improvements Funding (cash vs bonding)

5. Adjourn




City of the Village of Minnetonka Beach
Finance Committee Meeting Minutes - Unapproved
Tuesday, November 27, 2018- 6:00 PM

1. Callto Order
Chair Howarth called the meeting to order at 6:00 p.m.

Members Present: Chair Howarth, Erik Bender, Lee Goehring, Colby Skelton, Johnny Whitaker, and Council
Liaison Jill Bartel. Absent: Paul Sperduto, Davida Suiter.

2. Introduction of Treasurer Elect Chris Zinn

Chair Howarth introduced and welcomed Chris Zinn the city’s new treasurer elect.

3. Approval of Agenda

(Whitaker motion, Goehring second to approve the agenda; all ayes. Motion passed.

4. Approval of Minutes of May 2, 2018 and June 26, 2018 Finance Committee meeting

(Skelton motion, Whitaker second to approve the minutes of the May 2, 2018 Finance Committee. All ayes.
Motion passed.

(Bender motion, Whitaker second to approve the minutes of the June 26, 2018 Finance Committee. All ayes.
Motion passed.

5. New Business —
5.1. Water Plant and Storage Financial Evaluation

Chair Howarth stated that the committee’s task is to review and recommend a final 2019 FY budget and review
new infrastructure issues that have arisen since the last Finance Committee meeting. He reviewed with
members that inspections that were done on the water tower and ground reservoir. In addition, he brought up
the issues with the water plant as identified in a recent MN Department of Health inspection, and that critical
safety and security improvements have been approved by Council for 2018. The amount for these critical water
plant improvements is about $20,000.

Howarth explained the analysis that the Utilities Commission has done recently regarding the water plant and
storage issues. Several options were reviewed from rehabbing existing structures to new structures. The
Utilities Commission came up with five options for further analysis. Howarth stated that a financial analysis will
begin with the city’s financial advisor Bruce Kimmel from Ehler’s. Howarth, Amundsen, Griffin are having a
phone conference with Ehler’s on November 29%". The objective is to provide an update to the City Council at
their December 13" council meeting with preliminary financial analysis for the five scenario’s that were
recommended by the Utilities Commission for further analysis.

Howarth reminded members that the city’s water is safe, but it’s a water capacity issue according to water
storage standards and it has been recommended that improvements should be made within two years.
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He stated that there are minor implications for the 2019 budget, most of cost associated with the water plant
and storage issues would be born in future years. Mayor Elect Lindstrom’s plan is to conduct a long-term
strategic capital financial plan.

Bottom line is there are significant future capital investments that need to be made and that the Finance
Committee will need to wrestle with in the next few years. Howarth stated that the committee has had
discussions about the city’s reserves and whether they may use those reserves for buying down the debt. He
reminded members that this past summer they reviewed a variety of bonding scenarios with and without using
reserves on upcoming bonds and those numbers are still relatively accurate.

Lindstrom stated that Utilities studied the options and scenarios from a practical perspective and not a financial
perspective. Whitaker asked if they would be discussing that tonight, but Howarth stated that he was only
mentioning it as background information for now and more information would be available for discussion after
his initial meeting with Ehler’s to discuss financial analysis of the options. Finance Committee members will be
invited to the conference call.

Howarth reminded members that this new analysis is independent of the already approved water main and
other infrastructure improvements which will be completed in 2019. The current schedule is that the projects
will be bid out in the next couple of months and once bids have come back, they will be able to determine the
amount needed to bond and then they will have the discussion about whether to use and reserves to buy down
the bonds. That discussion will likely take place in the first quarter of 2019 and the city will know more about
the water storage/plant issues by then as well.

Member Goehring asked again about the change in the bond amount from their initial discussions to the most
recent amount and Howarth explained that the scope of the project changed (added replacement of the
remaining 4” mains) causing the increase in the maximum bond amount. When the scope changed, the Finance
Committee went through a process of analyzing affordability. Goehring is concerned that construction
estimates are accurate and that the city not mis-judge the amount needed. Howarth stated he confirmed with
the city engineer that the estimates are still accurate, but final amounts can only be known after projects are put
out for bid.

5.2. Reserve Funds and upcoming Bond Costs, Infrastructure Improvements

Howarth stated that he spoke with Ehler’s about funding some interest costs in the 2019 budget. Bruce Kimmel
from Ehler’s indicated that based on the final bond amounts they could budget for a partial interest payment of
between $44,000-554,000. Members agreed on a mid-point amount of $50,000 to add to the 2019 budget for
bond interest payments. No principal payments will be due until 2020.

Howarth updated members on a city retaining wall on Northview Road which was in the 2018 capital program
for repair/re-build. It was originally budgeted at 564,800 and was not completed this year because the city
approached the Hennepin County Regional Rail Authority (HCRRA) about paying for the project since it was on
HCRRA property, but they declined to assist the city citing that the wall was built by the city and for the benefit
of the city road. The city engineer put out bids for the project and only two company’s bids on the project to be
done in 2019 at a higher cost than originally estimated. Members discussed other possible options for repairing
the wall such as removing the wall and grading the area. Finance committee member Goehring offered to assist
with negotiating contracts with vendors for the wall repairs.



The Pavement management study has been sent to the Utilities Commission, but the city engineer inferred that
the city should have been budgeting $50-$60,000 per year to maintain the roads.

5.3. 2019 Capital Improvement Program and recommended amendments
Members agreed to the following recommended amendments:
e add the Northview Wall at $85,000

e Parks Chair Joe Pagano has suggested that the $20,000 for Margaret Dahl Library can be removed as
the Park Commission believes they can make the recommended improvements with their existing
budget

e Transportation: Remove 2019 speed bumps - $5000 — staff not aware of any new requests for speed
bumps from the Planning Commission transportation study

e Howarth explained the need for the SCADA system and lift station control panels. He is hoping the
city can get more accurate cost estimates on the SCADA system and the alarm panels, but they are
not recommending any changes at this time.

e Water plant and storage — the city is currently studying this issue. After discussion, members agreed
to add $15,000 for possible upgrades in the interim.

e Water Plant Improvements: With safety and security needs being done in 2018, members felt this
can be reduced to $25,000

(Skelton motion, Whitaker second to recommend to the City Council that the 2019-2023 Capital Improvement
Program be amended with the changes as discussed resulting in a total 2019 CIP amount of $260,000). All
ayes. Motion passed.

After further discussion during the budget portion of the meeting, Finance Committee members agreed to
remove $15,000 that had been added to “Water Plant and Storage Upgrades” so the final amount became
$245,000 for the 2019 CIP.

5.4. 2019 Preliminary Budget and Final Budget Recommendations

Chair Howarth and members reviewed proposed final 2019 budget. Chair Howarth reminded members that in
September the City Council adopted a preliminary budget and tax levy. Members reviewed the proposed final
budget and based on their earlier discussions about the Capital Program, they recommended that line item 2960
— Capital Improvement Program be $245,000. Howarth explained the revenue portion of the budget and
explained the sources of some of the revenues. After discussion members recommended no changes to
revenues.

Members discussed the following changes to the proposed final budget:

e Line item 2960 — Capital Improvement increase to $245,000 as previously discussed. Howarth stated
that line item 2950 — Capital Improvement Reserve is budgeted at $10,000 each year to start to build



more reserves for larger capital projects. Howarth isn’t suggesting any changes to this amount but
noted that there are significant capital improvements on the horizon.

e Line item 2801 — increase to $50,000 for potential interest payment on new debt.

e Line item 2080 — Zoning Administrator — reduce to $30,000 from $40,000 due to previous year
expenditures

e Line item 2081 — Comprehensive Plan — there should be no expense for the comprehensive plan in 2019
however, Chair Howarth suggested that funds be budgeted to update the City Charter. He stated that
because the charter is so outdated, we have incurred legal expense to interpret it, that perhaps funds
should be added to update the city charter. Finance Committee members decided not to add funds for
this purpose at this time.

Committee members discussed miscellaneous budget numbers in Streets & Highways recommending other
reductions for a final Streets & Highways expense of $144,583. Committee Member Goehring offered to assist
the Public Works Director in getting a better deal on smart phone costs so they agreed to reduce the
Communication line item to $2500.

They also agreed with reducing the Parks & Recreation budget to $32,800.00. The reduction was shown in
Account Code 2524 to $11,945. While they recognized that Park’s had agreed to take on repairs to the Margaret
Dahl Library, they wanted to maintain the general concept of 3% increases and agreed on a total expense
recommendation of $32,800.

In reviewing past expenses for the city’s insurance, Account Code 2610 was reduced to $20,000.

Members then moved to Water and Sewer fund expenses. Members agreed to add expenses to line item 2725
Plant Maintenance for anticipated maintenance due to issues at the water plant. An adjustment was made to
the Capital Program as a result of this line item increase. Finally, they discussed televising sewer lines and lift
station repairs. There was discussion about why televising wasn’t done in 2018 which was due to the fact there
is a cycle for cleaning and televising and the cycle will start again in 2019. They recommended reducing line
item 2738 Lift Stations to $4,000.

(Whitaker motion, Skelton second to recommend to the City Council the revised budget be adopted totaling
$1,494,465.08 which results in a deficit of $84,195 to be funded either through excess reserves or
reprioritization of Capital Improvement program, and if CIP prioritized, the Finance Committee would
recommend the Northview Wall and the two alarm systems in the Capital Improvement Program as high
priorities). All ayes. Motion passed.

Chair Howarth updated members on the status of the funding analysis for the upcoming 2019 Bonds and
possible funding sources for Water Tower and Plant issues.

6. Adjourn

(Skelton motion, Whitaker second to adjourn; all ayes.) Motion passed. Finance Committee meeting adjourned
at 8:25 p.m.

Others Present: Nell Mathews, Chris Zinn, Susan Enlow and Jaci Lindstrom
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Financial Management Plan (FMP) Goals

e Ensure long-term financial stability
* Decide how to fund 2019 capital projects

e Base Case: Where we are now, including authorized 2019A Bonds

* Address upcoming water treatment and storage needs: “Water 2020”
* Option 1: Base Case + $1.7 million bonds to rehab water system
* Option 2: Base Case + $4.2 million bonds to replace water system

e Option 3: Base Case + $150,000/year + capital costs to connect to Orono
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Base Case

1. General Fund

2. Capital Projects Fund

3. 2012A Debt Service (actual)

4. 2019A Debt Service (estimated)
5. Property Tax Levy Impacts

6. Water Fund

3/12/2019 3



Base Case — General Fund

General Fund Summary

2018

2019

Actual Prelim. BUDGETED Projected

Revenues

Property Taxes 718,956 737,055 802,725 878,450 898,720 709,399 736,223 766,917 799,228 832,475

Other Revenues 243,600 208,434 241,413 218,244 191,986 201,571 210,685 217,353 224,254 231,397
Total Revenues 962,556 945,489 1,044,138 1,096,694 1,090,706 910,970 946,909 984,270 1,023,482 1,063,872
Expenses

Current Expenses 834,064 856,362 910,669 863,657 877,856 910,970 946,909 984,270 1,023,482 1,063,872
Total Expenses 834,064 856,362 910,669 863,657 877,856 910,970 946,909 984,270 1,023,482 1,063,872
Revenues Over / (Under) Expenses 128,492 89,127 133,469 233,037 212,850 - - - - -
Other Sources/ (Uses)

Transfers In - - - - - - - - - -

Transfers (Out) (45,000) (80,000) (65,000) (147,800) (50,000) - - - - -
Total Other Sources/ (Uses) (45,000) (80,000) (65,000) (147,800) (50,000) - - - - -

% of Total Expenses

89%

1. Steady increases in Cash balances

v/ Maintain minimum cash balance of $1.0 million in projections

2. Stable future cash balances allow for a drop in property tax revenues to increase debt levies instead

88%

90%

3. Includes new fire contract with City of Long Lake in 2019

105%

122%

117%

113%

109%

104%

100%
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Base Case — Capital Projec

ts Fund

2016 2017 2 2019

Capital Projects Fund Summary Actual Prelim. BUDGETED Projected
Revenues

Property Taxes 0 0 0 0 0 150,000 150,000 150,000 150,000 150,000

Other Revenues 4 45 25,198 496 1,378 f 1,799 1,513 2,537 1,825 2,511
Total Revenues 4 45 25,198 496 1,378 151,799 151,513 152,537 151,825 152,511
Expenses

Current Expenses 0 0 0 0 0 o] 0 0 0

Capital Expenses 76,747 95,023 75,552 67,121 2,418 490 194,820 83,232 200,038 106,079 143,530
Total Expenses 76,747 95,023 75,552 67,121 2,418,290 194,820 83,232 200,038 106,079 143,530
Revenues Over / (Under) Expenses (76,743) (94,978) (50,354) (66,625) 16,912) (43,021) 68,281 (47,501) 45,746 8,981
Other Sources/ (Uses)

Bond Proceeds 0 0 0 0 2,423,000 0 0 0 0 0

Transfers In 45,000 80,000 65,000 147,800 0 0 0 0 0 0

Transfers (Out) 0 0 0 0 0 0 0 0 0 0
Total Other Sources/ (Uses) 45,000 80,000 65,000 147,800 2,423,000 0 0 0 0 0

Capital Projects by Department
Department Name

Equipment Replacement 189,000
Facilities 7,500
Parks 26,000
Streets 415,000
Water 2,038,175
Storm Water 62,290

20
Prelim.

2019
BUDGETED

30,000
5,000
8,000

285,000
2,028,000
62,290

Projected

43,860
18,360
132,600

83,232

103,998
2,653
8,490

84,897

86,595

88,326

Stable Cash
Balances
projected

Transfers from
General Fund
changed to Tax
Levy

Increased to
$150,000/year to
accommodate
annual street
projects and
others
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Base Case — Debt Service Funds

$2,280,000 G.O. Bonds, Series 2012A $2,500,000 G.O. Bonds, Series 2019A
Property Total Debt Ending Property Total Debt Ending
Taxes Water Fund Revenues Payments ey [Reee Balance Taxes Water Fund Revenues Payments e (Rese Balance
139,856 186,218 (179,252)

2014 144,979 71,905 216,884 (203,705) (450) 182,455 - - - - - -

2015 142,379 76,155 218,534 (215,455) (4,300) 181,234 - - - - - -

2016 142,630 80,305 222,935 (212,055) (1,200) 190,914 - - - - - -

2017 150,472 84,355 234,827 223,505 3,200 199,036 - - - - - -

2019 117,213 - 117,213 (111,955) (1,200) 60,494 - - - - - -
2020 99,320 11,036 110,355 (110,355) (1,200) 59,294 80,894 15,047 95,941 (95,941) (1,100) (1,100)
2021 102,335 11,371 113,705 (113,705) (1,200) 58,094 168,187 42,047 210,234 (210,234) (1,100) (2,200),
2022 100,709 11,190 111,899 (111,899) (1,200) 56,894 169,628 42,407 212,035 (212,035) (1,100) (3,300)|
2023 98,988 10,999 109,986 (109,986) (1,200) 55,694 170,834 42,709 213,543 (213,543) (1,100) (4,400),
2024 101,615 11,291 112,905 (112,905) (1,200) 54,494 167,876 41,969 209,845 (209,845) (1,100) (5,500)|
2025 99,590 11,066 110,655 (110,655) (1,200) 53,294 168,748 42,187 210,935 (210,935) (1,100) (6,600),
2026 97,565 10,841 108,405 (108,405) (1,200) 52,094 169,392 42,348 211,740 (211,740) (1,100) (7,700)|
2027 99,898 11,100 110,998 (110,998) (1,200) 50,894 169,800 42,450 212,250 (212,250) (1,100) (8,800),
2028 97,589 10,843 108,433 (108,433) (1,200) 49,694 169,964 42,491 212,455 (212,455) (1,100) (9,900),
2029 99,720 11,080 110,800 (110,800) (1,200) 48,494 169,876 42,469 212,345 (212,345) (1,100) (11,000)
2030 97,155 10,795 107,950 (107,950) (1,200) 47,294 169,493 42,373 211,866 (211,866) (1,100) (12,100)|
2031 98,888 10,988 109,875 (109,875) (1,200) 46,094 168,770 42,193 210,963 (210,963) (1,100) (13,200)|
2032 100,485 11,165 111,650 (111,650) - 46,094 167,732 41,933 209,665 (209,665) (1,100) (14,300)|
2033 46,094 166,444 41,611 208,055 (208,055) (1,100) (15,400)|

Water Fund Contributions Property Tax Levy

10% for 2012A Bond and 20% for 2019A Bonds 90% for 2012A Bond and 80% for 2019A Bonds
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Base Case — Debt Service Funds

Total Annual Debt Service
Existing Debt

350,000.00

300,000.00
250,000.00
200,000.00
150,000.00
100,000.00
50,000.00 I

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

B $2,280,000 G.O. Bonds, Series 2012A 52,500,000 G.0. Bonds, Series 2019A

Y.
Bond Issue Levy Portion Water Portion
$2,280,000 G.O. Bonds, Series 2012A 90% 10%
$2,500,000 G.O. Bonds, Series 2019A 80% 20%

3/12/2019 7



Base Case — Tax Levy

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Tax Levy Trends Actual Prelim. BUDGETED Projected

General Fund 727,290 777,300 807,329 867,673 898,720 709,399 736,223 766,917 799,228 832,475

Existing Debt 142,379 142,630 150,472 118,892 117,213 180,213 270,522 270,337 269,822 269,491

Capital Project Fund - - - - - 150,000 150,000 150,000 150,000 150,000
Total Existing Tax Levies 869,669 919,930 957,801 986,565 1,015,933 1,039,613 1,156,745 1,187,254 1,219,050 1,251,965
Percent Change 5.8% 4.1% 3.0% 3.0% 2.3% 11.3% 2.6% 2.7% 2.7%
Less: Fiscal Disparities Distribution Dollars (3,632) (2,760) (3,137) (2,799) 2,960 (2,971) (2,952) (3,190) (3,178) (3,168)
Total Net Levy to Taxpayers 866,037 917,170 954,664 983,766 1,036,642 1,153,793 1,184,064 1,215,872 1,248,797
Existing Tax Base 3,231,839 3,393,278 3,679,352 3,997,147 4,100,177 4,223,182 4,349,878 4,480,374 4,614,785 4,753,229

Changes to Tax Levy:

Increase in debt levies for 2012A and 2019A in 2020 and 2021

Shift Capital Projects Fund to tax levy instead of transfers out from General Fund
Minimal increase in total levy

Stable City tax rate going forward
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Base Case — Tax Levy

Actual and Projected City Tax Levies and Tax Rate
1,600,000 27.500%
. 27.000%
e  Steady decline in 1,400,000
. 1,200,000 26.500%
C|tY tax rate even 000,000 26.000%
while slowly 00,000 25.500%
. . ’ 25.000%
INcreasin ropert
g property 600,000 24 500%
tax levy 400,000 54.000%
200,000 6
«  Assumes 3% 23.500%
. . - 23.000%
increase in market 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Values over time I General Fund Operating Tax Levy === 52,280,000 G.0. Bonds, Series 2012A
Bd 52,500,000 G.0. Bonds, Series 2019A k=== Capital Projects Fund
e ity Tax Rate
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Base Case — Water Fund

Water Fund Summary BUDGETED

2019

Operating Revenues 108,865 106,716 106,569 116,218 113,252 120,02 27a50 5 EPERS) T51,567
Operating and Maintenance Expense 52,378 58,418 65,080 133,456 82,529 85,005 87,556 90,183 92,889 95,676
Net Before Debt Service 56,487 48,298 41,489 (17,238) 30,723 35,042 39,694 44,702 50,089 55,881
Existing Debt Senice (P&I) 75,822 79,930 85,105 86,013 0 26,082 53,417 53,597 53,707 53,260
Projected Debt Senice (P&I) 0 0 0 0 0 0 0 0 0 0
Total Debt Service 75,822 79,930 85,105 86,013 0 26,082 53,417 53,597 53,707 53,260
Net Revenues (19,335) (31,632) (43,616) (103,251) 30,723 8,960 (13,723) (8,895) (3,618) 2,622
Interest Income 8 16 0 0 0 4,221 4,148 3,855 3,604 3,440
Property Taxes 20,676 13,594 5,627 120,946 0 0 0 0 0 0
Other Non-Operating Revenue/(Expense) 0 0 0 0 0 0 0 0 0 0
Net Annual Cash Flow 1,349 (18,022) (37,989) 17,695 30,723 N T-EREN————— SOy 44) 6,062
Capital Projects 0 0 0 0 (65,000) (18,025) (9,999) (11,638) (10,940) (28,98

Bond Proceeds 0 0 0 0 [o] 0 0 0
Net Cash Flow after Capital Projects 1,349 18,022 37,989 17,695 34,277 4,844 19,574 16,677 10,954 22,921

Targeted Working Capital 106,119 114,314 118,553 66,728 52,300 80,873
Over/(Under) Targat Working Capital 241,635 217,351 170,095 248,941 229,092 195,675

* Rateincreases consistent with 2011 utility rate study

*  (Capital projects don’t include any water system upgrades options

82,968 85,090
174,006 155,206

86,735
142,607

88,904
117,518

3/12/2019
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Water Fund — Three Options

1. Option #1: Rehab Existing Water System for $1,650,000
2. Option #2: Replace Existing Water System for $4,050,000
3. Option #3: Connect Water System to City of Orono for $150,000/year

Assumptions

1. Financial Management Plan impacts the Water Fund ONLY
a) Thisis to be able to make an “apples to apples” comparison of the options

b)  Potential use of property tax levy and other sources to be considered later
2.  Assumes level annual debt service payments for Options #1 & #2

3.  Assumes no use of Cash from either General Fund or Water Fund

3/12/2019 11



Option #1: Existing and New Debt

Total Annual Debt Service
Existing and New Debt

700,000.00
600,000.00
500,000.00

400,000.00
300,000.00
200,000.00
100,000.00 I I I I I i

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

M $2,280,000 G.0. Bonds, Series 2012A M $2,500,000 G.O. Bonds, Series 2019A
M $1,700,000 G.0. Bonds, Series 202 0A

Assumptions

e S1.7 million bond in 2020
* 3.0% over 15 years

* Paid for 100% from Water Fund
e Annual debt service of $140,000

Y
Bond Issue Levy Portion Water Portion
$2,280,000 G.O. Bonds, Series 2012A 90% 10%
$2,500,000 G.O. Bonds, Series 2019A 80% 20%
$1,700,000 G.O. Bonds, Series 2020A 0% 100%

3/12/2019
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Option #1: Impact on Water Rates

Assumptions

e Current revenues budgeted at
$113,252 in 2019

* Revenues need to quickly increase
by $140,000/year to pay for new
debt service starting in 2021

* Annual Water Revenue Increases
* 37%in 2020 & 2021
* 20%in 2022 & 2023
* 3% thereafter

600,000

500,000

400,000

300,000

200,000

100,000

]

Water Revenues and Projected Increases
Option 1

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

. A nnual Water Reven ues /el revenue increases

80%
70%
60%
50%
A0%
30%
20%
10%
0%

3/12/2019
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Option #2: Existing and New Debt

Total Annual Debt Service
Existing and New Debt

700,000.00

600,000.00
500,000.00
400,000.00
300,000.00
200,000.00
100,000.00 I I I I I I

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

2,280,000 G.0. Bonds, Series 2012A & $2,500,000 G.O. Bonds, Series 2019A

i $4,050,000 G.O. Bonds, Series 2020A

Assumptions

e S4.2million bond in 2020

*  3.0% over 20 years
* Paid for 100% from Water Fund
e Annual debt service of $280,000

Bond Issue

$2,280,000 G.O. Bonds, Series 2012A
$2,500,000 G.O. Bonds, Series 2019A
$4,050,000 G.O. Bonds, Series 2020A

Levy Portion

Water Portion

90%
80%
0%

10%
20%
100%

3/12/2019
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Option #2: Impact on Water Rates

Assumptions Water Revenues and Projected Increases
« Current revenues budgeted at Option 2
$113,252 in 2019
« Revenues need to quickly increase 400,000 o
by $280,000/year to pay for new 300,000 a0%
debt service starting in 2021 200,000 2‘;;
« Annual Water Revenue Increases s N I I I 10%
¢ 75% In 2020 & 2021 ’ 2;5 2;[6 2(;.7 2&.8 ZCTI9 2(;20 20;1 2;22 20;3 2(;24 2(;25 2(;26 20727 2(;28 20;9 e
© 15%in 2022 & 2023 B Al Water Revenues  emmm Water revenue increases
* 3% thereafter 4
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Option #3: Background Context

1.

Current rate with Orono for Lafayette Ridge Area
a) Base Fee: $44.76 / quarter
b)  Usage Charge: $4.03 / 1,000 gallons

Proposed Charge is $150,000 year

a)  Assuming 230 accounts and 24,034,180 gallons pumped in 2018:
a) Base Fee: $44.76 / quarter = $41,180
b) Usage Charge: Remaining $108,820 / 24,034,180 gallons = $4.52 / 1,000 gallons

Charge assuming current Lafayette Ridge Area Rates
a) Base Fee: 541,180

b)  Usage Charge: $4.03 x gallons pumped = $96,857.02

c)  Total Annual Charge = $138,000

3/12/2019
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Option #3: Current Assumptions

1. Annual Fee from Orono of $150,000/year
2. Operational Cost Savings: 50% for preliminary purposes
a) Minnetonka Beach would continue to set its own rate structure, bill City
customers directly, and maintain local water mains

3. New Water Main(s) to Connect — Cost estimated at $50,000

4. Decommission Existing Treatment System — Cost unknown

3/12/2019 17



Option #3: Impact on Water Rates

Assumptions
e Current revenues budgeted at
$113,252 in 2019

* Assumesin 2021
e $150,000 in Charges from Orono
* 50% decrease in Operational costs

e Annual Water Rate Increases

* 30%in 2020 & 2021
e 20%in 2022 & 2023
* 3% thereafter

600,000
500,000
400,000
300,000
200,000
100,000

0

Water Revenues and Projected Increases
Option 3

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

I Annual Water Revenues e \\/ater Revenue Increases

80%
70%
60%
50%
40%
30%
20%
10%

3/12/2019
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Comparison of Options

Water Revenues and Projected Increases
All Options Results
600,000 * Option 3 has lowest estimated
>00,000 water revenue increases
400,000 e Even at proposed $150,000 / year
zzzzzz iiiiiiii e Highest Water Revenue Increases
00000 i «  Option 1: 37% in 2020 & 2021
S 1 - Option 2: 75% in 2020 & 2021
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 ° Optlon 3: 30% in 2020 & 2021
HOption1 HOption2 ®Option 3

v,
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Final Thoughts

e Base Case

e Cityisin strong fiscal condition — including after 2019A Bond issuance

e Water Fund Options
* |Information on infrastructure projects and Orono connection is preliminary

» Several ways to mitigate our projected water revenue / rate increases

 Ehlers Request: Council Guidance on 2019 Project Funding Strategy

* Bonds vs. cash, bond repayment term, timeline leading to June bond sale

3/12/2019 20



March — April 2019

April 8, 2019
May 7, 2019
May 9, 2019
May 13, 2019

May 13, 2019

Week of May 20, 2019
Week of May 27, 2019
May 27, 2019

June 10, 2019

June 27, 2019 (est.)

BUILDING COMMUNITIES. IT'S WHAT WE DO.

\EHLERS

DERS IN PUBLIC FINANCE

DRAFT SCHEDULE OF EVENTS
MINNETONKA BEACH, MINNESOTA
GENERAL OBLIGATION BONDS, SERIES 2019A

As of March 8, 2019

City and Ehlers prepare preliminary financing plan and bond structure, to fund
2019 infrastructure improvements;

City Council approves infrastructure plans and authorizes construction bidding;
City receives construction project bids;

Series 2019A Bond materials distributed in Council packets;

City Council awards construction project;

City Council reviews Series 2019A Bond presale report and approves resolution
setting bond sale for June 10, 2019;

Ehlers distributes preliminary official statement;
Conference call with Standard & Poor’s for bond rating;
Estimated construction project start date;

Bond sale; Council approves resolution specifying final terms of and awarding
bond to winning bidder; and

Bond closing; funds available to City.

[ info@ehlers-inc.com (., 1(800) 552-1171 @ www.ehlers-inc.com
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City of the Village of
Minnetonka Beach
2018 Financial Statement Audit

Audit Team
Andy Berg
Bonnie Schwieger

Miranda Wynkoop
_ Jason Krogfus
ABDO Tomi McDonald - Admin
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| Audit Results

Auditor’s
Responsibility

Ig:"\

Minnesota Legal
Compliance
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ed Public Accountants & Consultants

Certifi




Audit Results

Preparation
BT (S :1M ° Internal Control Finding
Statements
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General Fund -
- Cash Fund
- Balances

ABDO
FICK &
MEYERS..

Certified Public Aci ltants

$1,200,000 -

$1,000,000 -

$800,000 -

$600,000 -

$400,000 -

$200,000 -

$_,

$1,067,245 ~ $1,102,856

$926,064 $970,531
$859,639 il
80.2% 77.5%

/ﬁ ol ol

65%

2015 2016 2017 2018 2019

«ifl= Budget == Minimum Fund Balance Policy ==#= Unassigned Fund Balance




Receipts
Disbursements

Excess of Receipts Over Disbursements

Other Financing Uses
Transfers out

Net Change in Cash Fund Balances
Cash Fund Balances, January 1

Cash Fund Balances, December 31

Final

Budget Actual Variance with
Amounts Amounts Final Budget
$1,108,742  $1,096,694 § (12,048)
919,445 863,657 55,788
189,297 233,037 43,740
(147,800) (147,800) -
41,497 85,237 43,740
820,759 820,759 -

$ 862256 _$ 905996 _$ 43740




General Fund

:  $1,000,000 -
~ Receipts by 5900000
Type ~ $800,000
~ $700,000
~ $600,000
 $500,000
 $400,000
$300,000
|  $200,000 7
| | 100,000 ‘
R i Elm mmm .
; ABDO ; Taxes Licenses_ and Charggs for Other
D) , Permits Services

RICK & et emi s |
MEYERS,.»

Certified Pubic Acconntants &




General Fund
Disbursements @ *®® [
$350,000

by Type | i

$250,000 -

$200,000 } E

$150,000 £ B

$100,000 | = =

$50,000 |
¢- | MRS S - A i

TR , General Public Safety Streets and
ABDO ? Government Highways

FICK & e am e
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Capital Project
and |
Debt Service

Cash Fund

Balances

ABDO
EICK &
MEYERS,.»

G-n ﬁcd Public Accountants & Consultants

$250,000
$200,000
$150,000
$100,000

$50,000

$-

$250,000
$200,000
$150,000
$100,000
$50,000
$-

Capital Project Fund

Assigned
m2016 m2017 m2018

Debt Service Fund

Restricted

m2016 m2017 m2018




$250,000

$200,000

Water Fund

$150,000

$100,000

$50,000

2015 2015 2016 2016 2017 2017 2018 2018

| m Operating costs n Debt payments (including related transfers) lﬁperatingﬂeipts L} Taﬁ o
$400,000 | e — —
“ $352,330 $331,665
' $350,000 ' $315,669
$300,000 - $288,648 .
1 $250,000 -

ABDO f$200,000 .
;\$150,ooo .
EICK & B
MEYERSLLP - 2015 2016 2017 2018

Centified Public Accountants & Consultants

| mmm Unresfricted s Resfricted ==#=Minimum target balance (following year debt service plus 50% of operating costs) ’
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$90,000 = =

] $80,000 -
§ $70,000 -

s '
Sewer Fund [ o]
$50,000 -
{ $40,000 -
$30,000 -

$20,000 -

| ! $10,000 -

2015 2015 2016 2016 2017 2017 2018 2018

| 8 Operating costs B Operating receipts

$140,000 ~ — _

j $120,000 - $110,578

| $44,283
$100,000

ABDO $80,000
EICI( & $60,000 -

$84,883

$81,414

$86,611

: | $40,000
MEYERS LLP % $20,000 -
; Certified Public Accountants & Consultants |
| $-

‘ 2015 2016 2017 2018

7 mmmm Unrestricted — Due to Met Council ==#=Minimum target balance (50% of operating costs)
11




$1600 — — —— —— — e e

$14,000
$12,000

$10,000

Stormwater R ‘
Fund | oo {

$4,000
! $2,000 !
i $- : , . = . .
2015 2015 2016 2016 2017 2017 2018 2018
’ 11 Operating cosls - 77,>Operiting r?cgip(f ;
$35,000 —
$30,000 - $28,608
$25,000
| $20,000 $17,858
ABDO I
‘ $10,000
EICK & | o
MEYERS LLP ? $ -
Certified Public Accountants & Consultants $(1,258)
$(5,000) e —_
2015 2016 2017 2018
s Unrestricted ——Minimum target balance (50% of operating costs)
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Reserve
Summary

ABDO
EICK &
MEYERS..»

Certified Public Acconntants & Consultants

Governmental Funds

Enterprise Funds

Debt Capital

General Senice Projects Water Sewer Stormwater Total
' 2018 Cash Balance $ 005996 § 56436 § 137,812 $ 315669 $ 110578 § 28,608 _$ 1,555,099
' 2018 Resene Balance $ 005996 $ 56436 $ 137,812 § 311,672 $ 130,812 $ 32145 _$1,574,873
' 2019 Budgeted Expenses $ 847,856 § - § 233805 § 244984 $ 62625 $ 1,000 §$1,410,270
' % of Reserve to Budget 107% N/A 59% 127% 158% 3215% 112%
: 65% 0% 100% 50%** 50% 50%
| DA of Bl T S $0 $233,805  $203,719  $41,313 $500 $1,030,443
| Excess (Deficiency) Reserves  $354,800  $56,436 ($95,993)  $107,953  $89,500 $31,645  $544,430

13

** The suggested reserve balance for the Water fund is calculated at 50% of operating costs plus water related bond prinicpal and interest payments.




City Cash and
Investments
Balances by
Fund Type

ABDO
EICK &
MEYERS..,

Certified Public Accountants & Consultants

~ $1,800,000
$1,600,000 |
$1,400,000 -
$1,200,000 -
~ $1,000,000 -
$800,000 -
$600,000 -
$400,000 -

$200,000 -

$-

2016

u Generél_l;L]n_d

m Ca p{tal Funds

2017 2018

® Debt Service Funds - Enter;rise Funds
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CITY FUNDS

2017 Cash and temporary investments
2017 Resenwe Balance

2018 Budgeted Expenses
Resene Balance as a % of Next Year's Budget

Resene Balance - Per Policy / Recommended
Excess (Deficiency) Reserves

Debt Captial
General Senice Projects Water Sewer Stromwater Total
$820,759 $199,036 $56,367 $288,648 $84,883 $17,858  $1,467,551
$803,814 $199,036 $56,367 $293,977 $108,691 $21,773  $1,483,658
$919,446 $141,900 $147,800 $149,280 $66,641 $1,000  $1,426,067
87.42% 140.26% 38.14% 196.93% 163.10% 2177.30% 104.04%
65.00% 105.00% 100.00% 35.00% 35.00% 35.00%
$206,174 $50,041 ($91,433) $241,729 $85,367 $21,423 $513,301




Account 939-632155

CITY OF MINNETONKA BEAQLTY OF MTKA BEACH
ATTN: MIKE TAYLOR

MONTHLY STATEMENT Reporting Period: February 1 - 28, 2019 CORPORATION MAR 11 zma
RECEIVED

INSURED DEPOSIT ACCOUNT ACTIVITY

Transaction Settlement

Date Date Transaction Description Amount Balance

Opening Balance $4,848.45

02/14 02/14 Delivered FDIC INSURED DEPOSIT ACCOUNT $(89.63) 4,758.82

IDA12 NOT COVERED BY SIPC
REDEMPTION FDIC INSURED
DEPOSIT ACCOUNT

02/19 02/19 Received FDIC INSURED DEPOSIT ACCOUNT 192.03 4,950.85
IDA12 NOT COVERED BY SIPC
PURCHASE FDIC INSURED DEPOSIT

ACCOUNT
02/28 02/28 Received INTEREST: INSURED 0.37 4,951.22
DEPOSIT ACCOUNT BANK NA
Closing Balance $4,951.22
TD Bank NA $4,951.22

FDIC Insured Deposit Account (IDA) balances reflected in your brokerage account are FDIC-insured up to applicable limits and held by one or more banks (“Program Banks"). Two of the Program Banks are TD Bank, N.A. and
TD Bank USA, N.A., both affiliates of TD Ameritrade. The IDA balances are not covered by the Securities Investor Protection Corporation (SIPC) protection applicable to your brokerage account.

**** THANK YOU FOR CHOOSING TD AMERITRADE INSTITUTIONAL - END OF STATEMENT ****

Questions? Consult your Independent Advisor: H Page 4 of 4
EHLERS INVESTMENT PARTNERS LLC (262) 796-6164 Amerltrade

[nstitutional



Account 939-632155

CITY OF MINNETONKA BEACH
ATTN: MIKE TAYLOR

MONTHLY STATEMENT Reporting Period: February 1 - 28, 2019 CORPORATION

TRANSACTIONS DETAIL

Transaction  Settlement Symbolf Transaction
Date Date Activity Type Description custpP Quantity Price Amount
02/13 02/13 Other Income or Expense MONTHLY MGMT FEE - - $- $(89.63)
EHLERS INVESTMENT PARTNERS
9396321551
02119 02/19 Dividends and Interest WELLS FARGO BANK NA 949763JM9 - - 192.03

CD MTHLY 1.7% 07/19/2019
PAYABLE: 02/19/2019
TAXABLE INT CREDITED 192.03

02/28 02/28 Dividends and Interest FDIC INSURED DEPOSIT ACCOUNT MMDA12 0.37 - 0.37
IDA12 NOT COVERED BY SIPC
ON .37 SHARES
INTEREST: INSURED
DEPOSIT ACCOUNT BANK NA
PAYABLE: 02/28/2019
INSURED DEPOSIT ACCOUNT INTEREST
0.37

INSURED DEPOSIT ACCOUNT TD AMERITRADE INTEREST CREDIT/EXPENSE

Begin Number Interest Interest MTD MTD

Date Balance of Days Rate Accrued Accrued Paid
02/01 $4,848.45 12 0.1000 $0.16 $0.16 $ -
02/13 4,758.82 6 0.1000 0.08 0.24 -
02/19 4,950.85 10 0.1000 0.13 0.37 0.37
TOTAL INTEREST INCOME $0.37
Questions? Consult your independent Advisor: Ameritrade " Page3ofd

EHLERS INVESTMENT PARTNERS LLC (262) 796-6164

Institutional




Account 939-632155

CITY OF MINNETONKA BEACH
ATTN: MIKE TAYLOR

MONTHLY STATEMENT Reporting Period: February 1 - 28, 2019 CORPORATION

HOLDINGS DETAIL

CASH AND CASH ALTERNATIVES

investment Description Quantity Price Market Value
FDIC INSURED DEPOSIT ACCOUNT IDA12 NOT COVERED BY SIPC - $ - $4,051.22
TOTAL CASH & CASH ALTERNATIVES $4,951.22
FIXED INCOME

Symbolf Closing
Investment Description cusipP Quantity Price Market Value
CAPITAL ONE NA 14042RGK1 134 $98.371 $131,817.14
CD 2.05% 07/19/2021 :
GOLDMAN SACHS BK USA NY 38148PLN5 133 98.995 131,663.35
CD 1.85% 07/20/2020
HSBC BK USA N AMC LEAN VA 40434YLES 134 98.067 131,409.78
CD CALLABLE 2.3% 07/14/2022
WELLS FARGO BANK NA 949763JM9 133 99.758 132,678.14
CD MTHLY 1.7% 07/19/2019
TOTAL FIXED INCOME $527,568.41

TOTAL HOLDINGS $532,519.63
TOTAL ACCOUNT VALUE $532,5619.63
Questions? Consult your Independent Advisor: Ameritrade Page 2 of 4

EHLERS INVESTMENT PARTNERS LLC (262) 796-6164

Institutional




MONTHLY STATEMENT

Reporting Period: February 1 - 28, 2019

Account 939-632155

CITY OF MINNETONKA BEACH
ATTN: MIKE TAYLOR

CORPORATION

YOUR INDEPENDENT ADVISOR

EHLERS INVESTMENT PARTNERS LLC
N21W23350 RIDGEVIEW PARKWAY WEST
SUITE 100

WAUKESHA W! 53188

For questions regarding the services provided
by your Independent Advisor call
(262) 796-6164

Questions about reading your Statement -
Contact us. (800) 431-3500

Accounts catried by TD Ameritrade Clearing, Inc., Member SIPC

ACCOUNT SUMMARY Total Account Value: $532,519.63
CHANGE IN ACCOUNT VALUE
This Month Year to Date
211119 - 2/28/19 1/1/19 - 2/28/19
BEGINNING VALUE $531,203.68 $523,637.88 Market Appreciation/
iy Depreciation
Dividends and Interest 192.40 4.563.44 The change in value of
Market Appreciation/(Depreciation) 1,213.18 4,496.77 Investments due to the market
assessment of their worth, which
Other Income or Expense (89.63) (178.46) is separate from value added by
corporate acfions (such as the
ENDING VALUE $532,519.63 $532,519.63 Issuance of dividend or interest
payments} and yourown
CHANGE IN VALUE $1,315.95 $8,881.75 additions or withdrawals.
Other Income or Expense
Miscellaneous expenses
including management fees, as
well as TD Ameritrade fees (such
as for wire transfer or returned
checks) and/or miscellaneous
income credited to the account
such as a margin interest
adjustment, royalties, efc.
SUMMARY OF HOLDINGS (does not represent an asset allocation)
Market Value Percent of
as of 2/28/19 Account
Cash and Cash Alternatives $4,951.22 0.93% Fixed Income includes
R Corporate, Municipal, Agency,
Fixed Income 527,568.41 99.07 Treasury, CMOs, CDs, Structured
Products, efc.
TOTAL VALUE $532,519.63 100.0% rodets. et
- -
Ameritrade Page 1 of 4

Institutional






