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Purpose of Tonight's
Presentation

0 City Finances and Budgeting
0 Background on terminology and theory
0 Historical context on sources and uses of funds
0 Purpose on budget and CIP
0 Budget constraints
0 Optional expenditure restraint program
0 State imposed levy limits
0 Adopted financial policies
0 Comparative data resources

0 CIP process and next steps



City Finances
and Budgeting



Fund Type

General
Fund

Special

Revenue

Funds

Debt Service

Fund

Capital
Projects
Funds

Enterprise

Funds

Internal
Service
Funds

*

What is a Fund?

Purpose

Account for the majority of the City’s
activities including general government,
public safety, public works, leisure, etc

Account for the City’s activities that are
funded by a specific, separate revenue

Account for the principal and interest
payments on the City’s externally issued debt

Account for the City’s capital projects
(primary fund for CIP projects)

Account for the revenues and expenses of the
City’s “business-like” functions

Account for services provided to other
departments or agencies on a cost-
reimbursement basis

Primary
Source of
Funds

Property Taxes

Library Levy
Franchise Fees
Room Taxes
User Fees

Property Taxes

Property Taxes

User Fees

MPSIS Reimbursement
Insurance Dividends
Charges to Departments

Only one

Library
FACTv
CEDA

Refuse/Recycling

Only one

Capital Projects
TID

Water Utility
Sewer Utility
Stormwater Utility

Technology
Insurance



Terminology

0 Property Tax Levy - the total amount of property
taxes that the City needs to collect in order to support
the services we intend to provide during the year

0 Costs — Other Revenues = Property Tax Levy
0 AV Tax Rate - the dollar amount per $1,000 in
assessed value that the City collects for our purposes
0 Last year’s AV tax rate, City-only = $7.9608

0 City taxes on a $310,900 house (average)
0$310,900 /1,000 * $7.9608 = $2,475 in City property taxes



City Taxes on Average Home

New Fire Stations
Large Road Projects

Source: Adopted 2020 New Library Add] Public Safety
Budget (page 9). Also

available on the City’s

website.

http://www.fitchburgwi.
gov/DocumentCenter/Vi
ew/20196/2020-
Adopted-Budget---
Fitchburg-WI




Property Taxes by Function

"Average Home Assessed Value

282,000

294,000

310,900

Source: Adopted
2020 Budget
(page 8)

http: //www.fitch
burgwi.gov/Docu
mentCenter/View
/20196/2020-

Adopted-Budget--
-Fitchburg-WI

17.1%
6.1%

15.4%
7.1%

16.1%
6.6%

"City Tax on Average Home

3.5%

2,411.13

-0.1%

2,409.10

27% | 2.475.01




Terminology

0 General Obligation (G.0.) Notes/Bonds — money
borrowed by the City that is secured by the full faith
and credit of the municipality

0 Tax Exempt + Secure = Low Rates

0 Fund Balance - the difference between governmental
assets (what we have) and governmental liabilities
(what we owe)

0 Similar concept to “equity”
0 Doesn'’t consider fixed assets or long-term debt

0 Net Position - similar to fund balance except it
includes fixed assets and long-term debt; more similar
to corporate accounting



Where Does the City
e Spend Money

is primary
focus of CIP (by Fund)

\ Large

debt pre-
payment
in TID #4

Source: Finance Department 2019 Annual Report.
http: //www.fitchburgwi.gov/DocumentCenter/View /20528 /Finance-2019-annual-report




Property Tax Levy History

(based on tax roll year)

Green and Purple Bars
Are Focus of CIP

Note: TIF 101
presentation at July 2018
COW available on FACTv

Source: Adopted 2020 Budget (page 13)
http: //www.fitchburgwi.gov/DocumentCenter/View /18145




Property Tax Levy History

(based on tax roll year)

Orange and Green Bars City of Fitchburg
Are Focus of CIP Tax Levy History
(excluding TID/Library)

$25,000,000

$20,000,000

$15,000,000
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$5,000,000
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H General City H Debt (exclude library construction) M Capital Projects



Purpose of an Annual Budget

0 The annual budget determines the services the City
will provide and how they will be funded

0 Level of Service = Cost/Expenditures
0 How to Fund (state aid, fees, taxes, etc) = Revenues
0 Sets the property tax levy needed to
fund the services identified
0 The tax levy is then allocated to
property owners on their tax bills



Purpose of a Capital
Improvement Plan (CIP)

0 Capital costs are largest individual costs

0 $10K+ individually OR group of items
$50K+ infrequent replacement

0 5 year life
0 Projects future financial outlook

0 10 years of capital projects
0 “Back 5” are placeholders/un-vetted

0 Assumed changes in expense and revenue
categories

0 Assumed growth percentages

0 Debt service requirements for existing
and planned

0 Baseline context before beginning
operating budget



Budget Constraints

Optional Expenditure Restraint Program (ERP)
State Imposed Levy Limits

Adopted Financial Policies



Optional
Expenditure Restraint
Program (ERP)



Expenditure Restraint
(History of the Program)

Source: https://www.revenue.wi.gov/DORReports/16erp.pdf




Expenditure Restraint
(How to Qualify)

0 Municipal Purpose Property Tax Rate >5 mills (EV)
¢ Fitchburg - $7.7408 in 2019

0 General Fund Expenditures (including transfers out
and property taxes within other funds) cannot exceed:

0 60% of net new construction
0 + CPlincrease 10/1 thru9/30

0 ERP is a factor when preparing CIP but not a focus



Expenditure Restraint
(City’s Policy)

0 The City has a specific policy on how to apply the
Expenditure Restraint Program aid to reduce our
reliance on the funding

0 Year 1 - qualify based on budget year 1
0 Year 2 - receive ERP aid payment in year 2

0 Year 3 - apply prior year’s ERP aid payment to year 3
capital levy



Expenditure Restraint
(History of the Program - City)

Eligibility Aid Applied to
Based on Received Budget

Budget Year in Year Year Amount
2020 2021 2022 $600,000 (est)
2019 2020 2021 $625,000 (est)
2018 2019 2020 $671,266
2017 2018 2019 $632,989

Did not qualify:
2016 2017 2018 $-0- | « Structural deficits
2015 2016 2017 $507,742 from 2015 public
safety position adds
2014 2015 2016 $501,314 * 2 FT Firefighters
2013 2014 2015 $456,846
2012 2013 2014 $482,105
2011 2012 2013 $447,514
> New Library

2010 2011 2012 $217,508
2009 2010 2011 $184,106
2008 2009 2010 $-0-
2007 2008 2009 $-0-

2006 2007 2008 $220,887



State Imposed
Levy Limits



Levy Limits
(What are levy limits)

0 State Statute requirement

0 “Levy Limits provide the maximum amount a town,
village, city, and county may implement as a property
tax levy on parcels within their boundaries”



Levy Limits
(Penalty for Exceeding)

What is the penalty for exceeding the levy limit?

The penalty is 3 loss of shared revenue. This is a dollar for dollar penalty. Example: If a municipality exceeds its levy limit by $1,000.00, its state
shared revenue payment is reduced by $1,000.00. If the penalty amount is greater than the state shared revenue amount for that year, the
remaining penalty amount is deducted from subsequent state shared revenue payments until the penalty is paid in full.



2% net new =
$68 million in new value

3% net new =
$103 million in new value

Levy Limits
(Future Budgets)

Expenditure

Levy Limits Changes

2% - 3% 2% - 3%

Net New Inflation on
Construction Status Quo




preliminary estimates
net new construction

6.1%
BUSY YEAR!!

2% net new =
$68 million in new value

3% net new =
$103 million in new value

Levy Limits
(Future Budgets)

Expenditure

Levy Limits Changes

2% - 3% 2% - 3%

Net New Inflation on
Construction Status Quo




preliminary estimates
net new construction

6.1%
BUSY YEAR!!

2% net new =

$68 million in new value

3% net new =

$103 million in new value

Levy Limits
(Future Budgets)

Levy Limits

~3% Add’l

Net New
Construction

2% - 3%

Net New
Construction

Expenditure
Changes

Additional
Needs Able to
be Addressed

2% - 3%

Inflation on
Status Quo
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Levy Limits
(Other References)

0 League of Wisconsin Municipalities “Levy Limits
Explanations and Strategies”

http: //www.lwm-info.org/823 /Levy-Limits-Explanation-
and-Strategies

0 Department of Revenue FAQs
https://www.revenue.wi.gov/Pages/FAQS /slf-levy.aspx




Other Resources

0 League of Wisconsin Municipalities Budgeting Toolkit
https://www.lwm-info.org/574 /Municipal-Budgeting-
Toolkit

Includes several other articles and best practices
relating to:
0 Budgeting Basics

0 Public Engagement in Budgeting
¢ Financial and Budgeting Policies
0 Sample Municipal Budgets



Adopted
Financial Policies



Moody’s Report available on the
City’s website:

http: // www.fitchburgwi.gov/1998
/Financial-Records-Reports




1) Fund Balance Within

General Fund

0 Policy: The City shall seek to maintain its
undesignated and unreserved fund balance at a
minimum of between 15% and 25% of total general
fund annual revenues plus the amount of state shared
revenue received during the previous year.

o Why Important: Unexpected events; cash flow. Note:
Moody's suggests 30% for Aaa rating.

12/31/19: 30.0%



1) Fund Balance Within
General Fund

Source: 2019 Audit
Presentation 5/26/20
Finance Committee Meeting



1) Fund Balance Within
General Fund

0 Accounted for currently

0 Shared revenue is discussed as an item to discontinue with many State budgets
($487K)

0 Expenditure restraint program (ERP) will likely be foregone occasionally
(~$600K) - accounted for in capital projects fund

0 Not considered currently
0 Relatively new aid payment for “lost” personal property taxes ($81K + TID)
0 New aid payment to fill gap with franchise fees ($32K)

0 Computer exemption aid ($213K + TID) was discussed in recent State Budget;
now based on % increase from PY; expect may disappear

0 Payment for Municipal Services ($85K)
0 Fire Insurance Taxes/2% Dues ($110K)

0 General transportation aid ($1.6m)



2) Tax Rate Stability

0 Policy: The City shall seek to maintain an equalized
tax rate for debt at a level which does not exceed
$2.25 / $1,000 of equalized valuation for purposes of
financing its defined capital improvement plan.

0 Why Important: “mortgage payment”

2019 Actual: $1.24 / $1,000 EV
2020 Actual: $1.21 / $1,000 EV



3) Matching Revenues and
Expenses for Debt

0 Policy: It is the policy of the City to structure the payments
of principal on debt to coincide with the levying of
principal for special assessments

0 Why Important: If the City issues debt for items that are
specially assessed to others, those payments coming in
should match payments going out on the debt

Special
%‘\(/)v%eel;‘tsy AEFERTNEE Pa}?:ll;tnts H](B)?(?edrs
Payments

12/31/19 Actual: policy met




4) Financing Capital Equipment

and Road Maintenance

0 Policy: The City shall fully fund ongoing equipment
and roadway maintenance costs from annual
levy /expenditure restraint funds.

0 Why Important: Borrowed money = debt issuance
costs + interest costs

12/31/19 Actual:
$500,000 threshold for new projects (legacy projects)
Phasing-off borrowing for road maintenance




5) Preservation of G.O.
Borrowing Capacity

0 Policy: Wisconsin allows municipalities to borrow up to 5% of
its Equalized Valuation on a general obligation basis. The City of
Fitchburg has adopted an ordinance which limits itself to a 3%
standard

0 Why Important: Flexibility within statute for unexpected
changes in values or large unexpected but critical projects

12/31/19 Actual: 1.41% (47% of policy)



6) Percent of Debt Expense as
Ratio of Operating Budget

0 Policy: It is the City’s objective to continue to monitor
and control this ratio yet the priority will be to
continue to keep operating costs at economical levels
and maintain an aggressive debt payment approach.
As a result this ratio may increase but will remain
within the range of 15-25%.

0 Why Important: Too high of a ratio would indicate
that the City is too leveraged.

2020 Budget: 18.2% ($5,652,428 / $31,074,283)



7) Debt Payment
Structure/Duration

0 Policy: The City shall finance its ongoing annual CIP with the
issuance of 10 year general obligation notes. The exception to
this would be the financing of Tax Increment District expenses
where the debt will be structured to match the projected cash
flow of the district and larger building projects with projected
useful lives of 20 or more years. Itis also generally the
philosophy of the City to avoid balloon payment structures or
significant back loading of the issue where more than 50% of the
principal is matured in the last 2 years of the issue.

¢ Why Important: Only bonds can be extended beyond 10 years
and allowed only for certain purposes. Itis also wise to have
debt paid off well in advance of end of useful life. Balloon
payments can be interpreted as “kicking the can down the road”
and are dependent on future, unknown circumstances.

Current Actual: 74.9% in 10 years



8) Borrowing for Tax
Incremental Financing

0 Policy: The City has determined that it will borrow for TID related
expenditures only when a development agreement or agreements for a
significant amount of tax base has been secured or when the history of the
development of an area (market conditions) clearly indicate that
development will support the projected debt load.

¢ Why Important: Debtissued for TID remains the responsibility of the City
and its taxpayers, even if the TID fails or under-performs.

12/31/19 Actual: TID debt exists for TID #4 (FTC/Uptown) and TID #6
(Orchard Pointe), both of which are healthy and successful TIDs that could pre-
pay the outstanding debt when the option is available.

TID debt also exists for TID #10 (Fish Hatchery Road) for the first part of the
road reconstruction. While there are some projects under construction, full
value of the TID is largely speculative.

Some TID 9 (Seminole/Lacy) infrastructure projects delayed to ensure TID can
support debt payments for large projects.



Debt Issuance for Utilities
(no formal policy)

0 Currently all three of our utilities (water, sewer,
stormwater) are debt free!

0 The recent large rain events have brought a lot of
discussion to stormwater projects and there are some
large projects proposed to be funded by debt.



9) Land Use and Growth

0 Policy: It has been the policy of the City of Fitchburg
to encourage new growth and development as a
means of tax base expansion provided that such
growth conforms to the City’s Master Land Use Plan.

0 Why Important: New growth = larger tax base =
more property owners to spread costs

12/31/19 Actual: policy met



10) Maintenance and
Enhancement of Credit Rating

0 Policy: It is therefore the City's policy that its current Aal credit
rating be maintained and that efforts be made where possible to
seek to upgrade this rating. It is recognized that the City is now
within just a single notch of the top of the rating scale (Moodys
Aaa). The City remains committed to maintaining positive
working relationships with the credit rating agencies and will
cooperate with the representatives of such agencies through the
provision of information and, when appropriate, through
personal presentations to the analysts responsible for review of
the Fitchburg account.

0 Why Important: Higher credit rating = lower debt issuance
costs as well as demonstrated financial health

12/31/19 Actual: Aal



Comparative Data Sources



Other Comparative Resources
Wisconsin Policy Forum

https://wispolicyforum.org
/research /municipal-
datatool-examining-and-
comparing-wisconsin-
cities-and-villages/




https://wispolicyforu

m.org/research/muni
cipal-datatool-
examining-and-
comparing-wisconsin-
cities-and-villages/




https://wispolicyforu
m.org/research/muni
cipal-datatool-
examining-and-
comparing-wisconsin-
cities-and-villages/




Other Comparative Resources
State of Wisconsin DOR

https://www.revenue.wi.gov
/Pages/Report/Home.aspx




https://www.revenue.
wi.gov/Pages/RA/Loca
I-Government-
Dashboard.aspx



https://www.revenue.
wi.gov/Pages/RA/Loca
I-Government-
Dashboard.aspx



CIP Process and Next Steps



2021-2030 Capital

Improvement Plan Process

2020-2029
Revised CIP

Department
Head
Presentations

Financial Plan No
Review w/ amendments
from floor

Any Changes
Specifically

Identified Ehlers

Department Mayor’s Proposed Council
Recommendations CIP Amendments

April 2020 5/22/20 7/21/20 S

Adopted CIP

Any Changes
Specifically
Identified

Mayor’s Proposed
Operating Budget

September TBD




Replacement Fund Concept

0 Benefits
0 Evens-out tax levy
¢ Demonstrates annual cost of fleet
0 Allows for cash financing while maintaining inter-generational equity
0 Ability to absorb +/-
¢ Continuing to implement with more departments

Tax Levy by Year
$140,000

$120,000

$100,000
$80,000 /
$60,000
$40,000 / \//\\/

$20,000
$0

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

e Replacement Fund === Pay As You Go



Any Questions?



