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Executive Summary 
 
The following is a summary of key conclusions and observations developed as a result of the 
workshop process and developing the Financial Management Plan:  
 

 Both Summit Utility District #2 and Silver Lake Utility District are spending down existing 
non‐restricted cash balances.  Both Districts need to improve their cash position to 
avoid depleting existing non‐restricted cash funds. 

 

 To address the Summit Utility District #2 cash flow position, the preferred option 
identified by the Village Board will increase existing quarterly charges.  Increases in the 
quarterly charges were deferred until 2015.  Total quarterly charges will increase $30 
every three years starting in 2015. The annual special charge will be increased starting in 
2012 and remain at that level.  The special charge was $310 per DUE in 2011, and will 
increase to $498 per DUE in 2012.  Finally, the Village will implement a Village‐wide levy 
to support District #2.  The Village‐wide levy support will be capped at a total of $1.1 
million.  This is the estimated value of the road improvements completed when the 
Utility District was constructed.  This is an interim solution to the District #2 cash flow 
challenges.  The District is projected to continue to decrease its non‐restricted cash and 
maintain minimal positive non‐restricted cash balances until 2017.  At that time, the 
Village Board has indicated the Village should consider several options in addition to 
revisiting the quarterly charges and special charges for the District.  These  options 
including refunding existing debt for savings if market conditions are favorable, and 
borrowing or advancing funds to the District and structuring a repayment schedule for 
District properties and/or users that takes into account existing debt service attributable 
to the District. 
 

 To address the Silver Lake Utility District cash flow position, quarterly charges for 
treatment & license expenditures will increase modestly to cover anticipated cost 
increases.  The quarterly charge for capital/debt increases $19 in 2012, and is expected 
to decrease in 2017 once existing debt matures.   If no additional debt service is incurred 
or significant capital costs incurred, the debt/capital charge could be eliminated in 2018.   
The District tax levy is increased to $50,000 in 2012, and increased to $60,000 in 2016.  
The levy is projected to decrease to $30,000 in 2017 once existing debt matures.    The 
District is still spending down cash reserves and the District is projected to maintain a 
minimal non‐restricted cash balance in 2016. 
 

 If the Village maintains existing service levels, financing projects identified in the Capital 
Improvement Plan Version #2 (described in this report), and implements a Village‐wide 
levy for Utility District #2, the total property tax levy for the Village of Summit is 
projected to increase 1.28% ‐ 1.94% per year from 2012‐2016.  The total annual taxes on 
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a $300,000 home will increase $34 total from 2012‐2016.  The projected levy from 2012‐
2016 is compliant with the levy limit law as written at the time this report was prepared. 
 

Section 1 – Background 
 
In April of 2011, Ehlers was engaged by the Village of Summit to prepare a comprehensive Five‐
Year Financial Management Plan to guide future financing decisions for the Village, Summit 
Utility District #2, and Silver Lake Utility District.  This document summarizes the results of that 
planning effort, and is intended to be used as an analytical framework for making future 
decisions with respect to levels and timing of operational needs and capital projects.  Because 
conditions can change rapidly, and assumptions may or may not be borne out over time, it is 
recommended that this plan be updated annually or at other key times prior to making long‐
term financing commitments.  While this plan identifies operational and capital needs over a 
multi‐year period and serves as a practical and realistic approach to meeting the Village’s 
financial needs, nothing in this plan commits the Village Board to fund the projects identified in 
the manner or timeframe indicated.  The Village Board will continue to appropriate funds 
during its annual budget process.  If the Village proceeds with the proposed borrowings 
outlined in this plan, the Village Board will act separately to authorize these borrowings in 
accordance with Wisconsin Statutes.   
 
 
Section 2 – Process 
 
Development and refinement of the financial plan model was completed during a series of 
planning workshops with the Village Board.  These workshops were held on May 13, June 1, July 
21, and August 19, 2011 with final plan presentation on November 3, 2011.  During these 
workshops, Village officials were briefed on the current status of the Village’s financial position; 
capital financing alternatives; tax rate projections for operating, capital and debt service 
expenditures; and cash flow projections for Silver Lake Utility District and Summit Utility District 
#2. 
 
 
Section 3 – Current Financial Position of the Village 
 
As part of the planning process, the current financial position of the Village was reviewed.  This 
review included an analysis of current general obligation debt structure, and a comparison of 
credit and financial indicators of the Village to state wide medians and to selected communities 
in Wisconsin with similar demographics in terms of location or size. 
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3.1  Existing Debt Outstanding 
 
Table 1 provides a schedule of existing Village General Obligation (G.O.) debt and associated 
payments, including estimated payments for two State Trust Fund Loans being secured by the 
Village.  G.O. debt is secured by the “full faith and credit” of the issuer, meaning the Village has 
an irrevocable duty to levy annually a property tax in an amount sufficient to ensure timely 
repayment of the debt.  While the debt is ultimately secured by the ability to levy a property 
tax, the Village can, and does, abate portions of the levy with other sources of revenue 
available for debt payments.  These other sources of revenue include: 
 
 Quarterly charges and special charge from Summit Utility District #2. 

 Quarterly charges and property tax levy for Silver Lake Utility District. 

 
Table 1: General Obligation Debt Outstanding as of January 1, 2012 
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Table 2 illustrates the Village’s projected tax levy and equalized tax rate for existing G.O. debt if 
future revenues are available from utility district’s to pay their proportionate share of debt 
service.  For the proposed 2012 budget year, existing debt service not paid from any other 
source is equivalent to a tax rate of $0.12 per $1,000 of equalized property value. 
 
Table 2: Projected Tax Levy and Equalized Tax Rate for General Obligation Debt 
 

 
 
 
Wisconsin State Statues limit the amount of G.O. debt principal that a community may have 
outstanding to 5% of its equalized value.  The Village’s equalized value as of January 1, 2011 
was $987,268,000 with a corresponding debt principal limit of $49,363,400.  The Village’s 
outstanding debt principal as of December 31, 2011 will be $10,240,129 which is 20.74% of the 
limit. 
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Table 3 illustrates the Village’s outstanding Revenue Debt attributable to Summit Utility District 
#2.  There is no statutory limit for principal on revenue debt outstanding. 
 
Table 3: Revenue Debt Outstanding as of January 1, 2012 
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3.2  Financial Indicators 
 
Investors in municipal bonds and other forms of public debt may rely on ratings assigned by 
credit rating services as one determinant in judging the risk of a particular investment.  As such, 
an issuer’s rating affects the price and interest rate that will be paid when debt is issued.  Bond 
ratings are provided, for a fee, by firms such as Moody’s Investors Service, Standard & Poor’s, 
and Fitch Ratings.  Table 4, found below, defines the rating codes used by Moody’s Investors 
Service and Standard & Poor’s in evaluation of “Investment Grade” securities. 
 
The Village first requested that its G.O. debt be rated in April 2006, at which time a rating of 
“A3” was assigned by Moody’s Investors Service.  Moody’s upgraded the Village to “Aa3” in 
June 2010. 
 
Table 4: Municipal Bond Rating Definitions 
 

 
In assigning a rating to a bond, credit rating services examine various measures designed to 
assess the debt issuer’s financial condition.  Local governments can calculate these same 
measures for themselves and use them as the basis for self‐evaluation, and in the development 
of formal or informal financial management policies.  Typical financial indicators include: 
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 Equalized Value of Community – One of the most significant factors considered by 
credit rating services is the total value of all taxable property in the community.  The size 
of a community’s tax base is a reflection of its ability to pay, and accordingly, its 
creditworthiness.  An additional qualitative indicator is the composition of the local tax 
base.  A diverse property tax base of residential, commercial and industrial land uses 
that is not concentrated in a particular segment of the economy or in several large 
employers is considered more resilient to economic fluctuations. 

 
 Average Annual Growth – An indicator of economic health and ability to repay existing 

and future debt, this calculation represents the average percentage growth in equalized 
value over the most recent five‐year period for which data is available. 

 
 Per Capita Equalized Value – Total equalized value, divided by population, this measure 

reflects the concentration of value relative to population.  High value per capita may be 
an indicator of a large non‐residential commercial or industrial base, or a community 
with comparatively large and high valued homes.  In general, a greater value per capita 
is a positive indicator of ability to repay debt. 

 
 Direct Debt Burden – The total principal amount of debt outstanding, expressed as a 

percentage of the issuer’s total equalized value, and as a total per capita.  As opposed to 
Overall Debt Burden (see below), Direct Debt Burden calculations consider only that 
debt which is issued as an obligation of the municipality. 

 
 Overall Debt Burden – Similar to Direct Debt Burden, but includes the total principal 

amount of debt outstanding for all entities that have taxing authority within the 
community’s boundaries, including the local government, the school district, the county, 
the technical college, and any special taxing jurisdictions.  Both direct and overall debt 
burden are a reflection of the tax effort required of individual taxpayers, and the 
community as a whole, to repay incurred debt obligations. 

  
 Payout Over Ten Years – Expressed as a percentage, this indicator reflects the amount 

of debt principal of the issuer that will be retired within ten years.  While various 
considerations must be taken into account when determining the appropriate term over 
which to repay a debt obligation, a rapid amortization of debt is considered to be a 
favorable credit indicator. 

 
 Undesignated General Fund Balance – Expressed as a percentage of annual operating 

revenues, this indicator is a reflection of the local government’s financial flexibility and 
capability to deal with contingencies such as unexpected losses in revenue or 
emergency expenditures.  Depending on the purpose for which it has been reserved, 
some portion of the undesignated reserved fund balance may also be included in this 
calculation. 
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 Percentage of Expenditures for Debt Service – The total of a local government’s gross 

general obligation debt service payment expressed as a percentage of the sum of all 
operating and debt service fund expenditures.  This measure assesses what proportions 
of a community’s resources are being utilized for debt repayment, and the relative 
reliance on debt financing.  In some cases, non‐tax levy resources such as revenues from 
Utility District’s, may be paying for a significant portion of the annual debt service 
payment.  In these instances, it is also useful to calculate the percentage based on the 
net levy amount for debt service to reflect the application of these other resources. 

 
 Adjusted Gross Income Per Tax Return – The total reported gross income within a 

political subdivision divided by the number of returns filed.  This indicator provides a 
measure that can be used to assess relative wealth as compared to communities with 
similar characteristics. 

 
 Adjusted Gross Income as a Percentage of State Average – Similar to Adjusted Gross 

Income per Tax Return, this indicator reflects the relative wealth of the community as 
compared to the State wide average. 

 
Appendix A reflects the calculated factors for the Village based on information contained in the 
2010 financial statements and other available sources.  These factors are compared to State 
median “Aa3” and “Aa2” averages, and to other selected communities.  Current favorable 
indicators for the Village are its direct debt burden, average annual growth, and income levels. 
Indicators that are weaker as compared to the median “A3” are payout of debt over 10 years 
(attributable to the Utility District #2 debt), direct debt per capita, and overall debt per capita. 
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Section 4 – Summit Utility District #2 
 
4.1  Existing Financial Condition 
 
Summit Utility District #2 (the “District) users pay quarterly charges to provide revenue to the 
Utility District.  In addition, District patrons also pay a special charge on the property tax bill.  
Table 5 includes a summary of the existing revenue sources for Utility District #2. 
 
Table 5: Existing Revenue Sources for Utility District #2 
 

Charge Description  Amount  2011 Annual 
Revenue Estimate 

Treatment Quarterly Charge  $46.50 $116,715 

Operation & Maintenance Quarterly Charge  $35.10 $88,101 

Debt/Capital Quarterly Charge  $128.40 $332,284 

Annual Special Charge per DUE  $309.26 $194,058 

 
The District also collects special assessment installments levied from 2002‐2012.  Finally, the 
District also collects a connection fee for new connections that occur within the District. 
 
Expenditures for the District include treatment, operational and maintenance expenses, and 
debt service.  The District also funds a “replacement fund” annually for future capital 
expenditures for the District pursuant to the covenants in the Clean Water Fund Loan estimated 
at $25,000 annually.  
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Table 6 includes all of the General Obligation and Revenue Debt outstanding attributable to the 
District.   
 
The Clean Water Fund Loans were secured through the Environmental Improvement Fund 
Loans administered by the State Department of Natural Resources and the Department of 
Administration.  These loans offer subsidized interest rates for eligible sewer projects.  These 
loans are non‐callable, and require special approval from the State to pre‐pay a portion of the 
loan.  The 2006 G.O. Refunding Bonds are callable 9/1/2016 and are already extended to the 
maximum term for G.O. debt permitted by State Statutes.  The ability to restructure the Utility 
District #2 debt at this time is limited. 
 
Table 6: Debt Outstanding Attributable to Utility District #2 
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Table 7 includes a cash flow projection for District #2.  The methodology used in this projection 
is summarized as follows: 
 

 No changes to quarterly charges or the special charge per DUE. 

 1 new connection in 2012, 2 new connections added in 2013‐2015, 5 new connections 
added in 2016‐2017. 

 Increases in treatment and operational expenditures of 1.5% annually after 2012. 

 Replacement fund of $25,000 annually. 

 No changes to existing debt structure. 
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Table 7: Existing Cash Flow Projection for Summit Utility District #2 
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District #2 has been spending down its non‐restricted cash, cash that is not reserved or 
committed for a specific purpose.  The current revenue structure for the District is not sufficient 
to maintain a positive cash flow for District #2 beyond 2012.  Several factors are worth noting 
regarding the history of Utility District #2, which was obtained from the Village of Summit.  This 
information is included in Appendix B. 
 
The existing cash flow position of the District requires changes to the revenue structure of the 
District.  During the workshops held to develop this Financial Management Plan, the Village 
Board reviewed several scenarios to improve the District’s cash position. 
 
 
4.2  Proposed Options to Improve District #2 Cash Flow Position 
 
Appendix C includes several cash flow projection models for District #2 that analyzes the 
impact of various adjustments to the revenue structure for the District.  During the course of 
the workshops held to develop this Financial Management Plan, the Village Board reviewed 
numerous cash flow alternatives, and additional updates were completed once the 2012 
budget was prepared.  Initially, four base options were established and various modifications to 
the four base models were developed.  The methodology for each base option is summarized as 
follows: 
 

 1 new connection in 2012, 2 new connections added in 2013‐2015, 5 new connections 
added in 2016‐2017. 

 Increases in treatment and operational expenditures of 1.5% annually after 2012. 

 Replacement fund of $25,000 annually. 

 No changes to existing debt structure. 
 

Option #1 increased operational and maintenance charges modestly to cover anticipated 
increases in costs over time.  The special charge per DUE is increased 5% annually from 2012‐
2014.  A $50 increase is proposed for the debt/capital quarterly charge from 2012‐2014, 
followed by a $35 increase in 2015, and a $15 increase in 2016.Option #1 improved the 
District’s cash position, but the Village Board felt the non‐restricted cash balances were 
excessive and higher than what the District needed to maintain. 
 
Option #2 increased operational and maintenance charges modestly to cover anticipated 
increases in costs over time.  The special charge per DUE remained unchanged.  Introduced in 
Option #2 is a Village‐wide levy to support District #2.  The Village‐wide levy totals $6,850,000 
from 2012‐2026. Option #2 improved the District’s cash position, but the Village Board felt the 
non‐restricted cash balances were excessive and higher than what the District needed to 
maintain. 
 



 

  
  

   
 18 

Option #3 increased operational and maintenance charges modestly to cover anticipated 
increases in costs over time.  The debt/capital charge quarterly charge is also increased $12 
from 2012‐2020, and $11 from 2021‐2027 .  The special charge per DUE remained unchanged.  
Option #3 also includes a Village‐wide levy to support District #2.  The Village‐wide levy totals 
$3,600,000 from 2012‐2026. Option #3 improved the District’s cash position, but the Village 
Board felt the non‐restricted cash balances were excessive and higher than what the District 
needed to maintain. 
 
Option #4 increased operational and maintenance charges modestly to cover anticipated 
increases in costs over time.  The debt/capital quarterly charge is increased $30 every three 
years.  The special charge per DUE is decreased.  Option #4 also includes a Village‐wide levy to 
support District #2.  The Village‐wide levy totals $4,500,000 from 2012‐2026. Option #4 
improved the District’s cash position, but the Village Board felt the non‐restricted cash balances 
were excessive and higher than what the District needed to maintain. 
 
The 2006 G.O. Refunding Bonds attributable to the District are callable 9/1/2016 and are 
already extended to the maximum term for G.O. debt permitted by State Statutes, but could be 
refunded for savings as the call date approaches if market conditions are favorable.  If 2011 
market conditions remain until 2016 (unlikely), the estimated maximum debt service savings 
District #2 can achieve by refunding the 2006 G.O. Bonds is estimated at $617,000 from 2017‐
2026, or average annual savings of approximately $62,000.  While any savings are beneficial, 
the refunding of the 2006 G.O. Refunding Bonds will not independently resolve the challenges 
with the District’s cash flow. 
  
4.3  Preferred Option to Improve District #2 Cash Flow Position 
 
The Village Board established the following parameters for establishing a preferred option to 
improve the cash position of District #2. 
 

1. Use a combination of increases to the two the quarterly charges and special DUE charge. 
 

2. The Village wide levy support will be capped at a total of $1.1 million.  This is the 
estimated value of the road improvements completed when the Utility District was 
constructed. 
 

3. Increases in the quarterly charges were deferred until 2015.  Total quarterly charges will 
increase $30 every three years starting in 2015. 
 

4. The annual special charge will be increased starting in 2012 and remain at that level.  
The special charge was $310 per DUE in 2011, and will increase to $498 per DUE in 2012. 
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Table 8 includes a cash flow projection based on the preferred model. This is an interim 
solution to the District #2 cash flow challenges.   
 
The District is projected to continue to decrease its non‐restricted cash and maintain minimal 
positive non‐restricted cash balances until 2017.  The District is projected to continue to 
decrease its non‐restricted cash and maintain minimal positive non‐restricted cash balances 
until 2017.  At that time, the Village Board has indicated the Village should consider several 
options in addition to revisiting the quarterly charges and special charges for the District.  
These options including refunding existing debt for savings if market conditions are favorable, 
and borrowing or advancing funds to the District and structuring a repayment schedule for 
District properties and/or users that takes into account existing debt service attributable to the 
District.  If existing G.O. debt can be refunded for savings, the positive non‐restricted cash 
balance could remain for a few additional years. 
 
The cash flow projections will need to be revisited annually during the budget process by the 
Village and District.  New growth can improve the District’s financial position, but significant 
new growth is not projected. 
 
The preferred option does not solve cash flow concerns indefinitely.  The District will continue 
to draw on its non‐restricted cash reserves and additional revenue may be required for the 
District to maintain a positive cash flow position.  The Village has integrated the Village‐wide 
levy into its multi‐year financial plan for the Village. 
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Table 8: Preferred Cash Flow Option For Summit Utility District #2 
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Section 5 – Silver Lake Utility District 
 
5.1  Existing Financial Condition 
 
Silver Lake Utility District (the “District) users pay quarterly charges to provide revenue to the 
Utility District.  In addition, District patrons also pay a tax levy on the property tax bill 
designated for the District.  Table 9 includes a summary of the primary exiting revenue sources 
for Silver Lake Utility District. 
 
Table 9: Primary Existing Revenue Sources for Silver Lake Utility District 
 

Charge Description  Amount  2011 Annual 
Revenue Estimate 

Treatment Quarterly Charge  $64.08 $42,036 

License Quarterly Charge  $28.92 $18,972 

Debt/Capital Quarterly Charge  $87.00 $57,072 

Property Tax Levy  $24,750 

 
The District also collects special assessment installments levied until 2016.  Expenditures for the 
District include treatment, license, administrative, and debt service.   
 
Table 10 includes all of the General Obligation and Revenue Debt outstanding attributable to 
the District.   
 
Table 10: Debt Outstanding Attributable to Silver Lake Utility District 
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Table 11 includes a cash flow projection for the District.  The methodology used in this 
projection is summarized as follows: 
 

 No changes to quarterly charges or the special charge per DUE. 

 No added units (DUE). 

 Increases in treatment, license and operational expenditures of 2% annually. 

 No changes to existing debt structure. 
 
The District has been spending down its non‐restricted cash, cash that is not reserved or 
committed for a specific purpose.  The current revenue structure for the District is not sufficient 
to maintain a positive cash flow for the District beyond 2014.   
 
The existing cash flow position of the District requires changes to the revenue structure of the 
District.  During the workshops held to develop this Financial Management Plan, the Village 
Board reviewed several scenarios to improve the District’s cash position. 



 

  
  

    23 

Table 11: Existing Cash Flow Projection for Silver Lake Utility District 
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5.2  Proposed Options to Improve Silver Lake District Cash Flow Position 
 
Appendix D includes several cash flow projection models for the Silver Lake District that 
analyzes the impact of various adjustments to the revenue structure for the District.  During the 
course of the workshops held to develop this Financial Management Plan, the Village Board 
reviewed numerous cash flow alternatives.  Initially, five base options were developed.  The 
methodology for each base option is summarized as follows: 
 

 No changes to the current number of DUE. 

 Increases in treatment and operational expenditures of 2.0% annually. 

 No changes to existing debt structure (unless noted). 
 
Option #1 increases quarterly charges for treatment and license fees to cover expenditures.  
Quarterly debt/capital charges are increased $30 from 2012‐1016.  The District tax levy remains 
the same.  No changes are proposed to the debt structure of the District.  Option #1 improves 
the District’s cash flow position, but the Village Board determined the non‐restricted cash 
balances were excessive. 
 
Option #2 proposes no changes to the existing quarterly charges, but increases the District tax 
levy from 2012‐2016, but decreases the levy to the 2011 level in 2017.  Option #2 improves the 
District’s cash flow position, but the Village Board determined the non‐restricted cash balances 
were excessive. 
  
Option #3 increases all quarterly charges for the District.  Quarterly charges for treatment & 
license expenditures are increased $1 from 2012‐2024, and debt/capital quarterly charges are 
increased $11 from 2012‐2024.  No changes are proposed to the District tax levy.  The existing 
G.O. debt attributable to the District matures in 2016.  In Option #3, the debt service is 
extended until 2021.  While improving the cash flow of the District, the District will incur 
estimated future value loss of $218,600 by extending the debt, or in present value terms, a loss 
of $78,500 by extending the debt an additional 5 years.  The Village Board was not in favor of 
extending the debt service for the District. 
 
Option #4 also includes the extension of existing General Obligation Debt to 2021.   No changes 
are proposed to the District tax levy.  The debt/capital quarterly charge is increased $20 in 2012 
and remains at that level until 2015.  Treatment and license quarterly charges remain 
unchanged from 2012‐2015.  The debt/capital quarterly charge is increased $30 every three 
years from 2015‐2024, while the treatment & license quarterly charges are increased $1.00 
during that period.  Compared to Option #3, Option #4 phased in increases to the debt/capital 
charge as opposed to annual increases.  The Village Board was not in favor of extending the 
debt service for the District. 
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Option #5 does not include an extension of existing G.O. debt.  Quarterly charges for 
debt/capital are increased $20 in 2012, and reduced in 2017 when existing debt matures.  
Quarterly charges are increased modestly to cover increases in costs.  The District tax levy 
increases to $50,000 in 2012 and to $75,000 in 2015.  The levy is reduced to $25,000 in 2017 
once existing debt matures.  In Option #5, the District is still spending down cash reserves.  The 
District is projected to maintain a minimal non‐restricted cash balance in 2016.   
 
5.3  Preferred Option to Improve Silver Lake District Cash Flow Position 
 
Table 12 includes the preferred option for Silver Lake Utility District.  The preferred option is 
comparable to Option #5.  Existing debt is not restructured.  Quarterly charges for treatment & 
license expenditures increase modestly to cover anticipated cost increases.  The quarterly 
charge for capital/debt increases $19 in 2012, and is expected to decrease in 2017 once existing 
debt matures.   If no additional debt service is incurred or significant capital costs incurred, the 
debt/capital charge could be eliminated as shown in 2018.   The District tax levy is increased to 
$50,000 in 2012, and increased to $60,000 in 2016.  The levy is projected to decrease to 
$30,000 in 2017 once existing debt matures.    The District is still spending down cash reserves 
and the District is projected to maintain a minimal non‐restricted cash balance in 2016.   The 
cash flow of the District should be reviewed and revisited annually by the District and the 
Village. 
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Table 12: Preferred Option for Silver Lake Utility District 
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Section 6 – Capital Improvement Plan 
 
6.1  First Version of the Capital Improvement Plan 
 
As part of the Financial Management Plan process, the Village updated its multi‐year capital 
improvement plan.  One of the projects included in the plan was a new Village Hall.  Other 
projects consisted of street improvements, park improvements, equipment, and capital outlay 
for several departments.  Table 13 includes a summary of the first version of the CIP and 
proposed financings for the projects. 
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Table 13: First Version of the Capital Improvement Plan and Proposed Financings 
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The Village Hall project was evaluated independently of the other projects identified in the CIP, 
since the project will likely require additional study and public involvement.  Table 14 includes 
the projected debt service cost for the Village Hall project with a 20 year term and level debt 
service payments. 
 
Table 14: Proposed Debt Service Costs for Village Hall Project 

 
 
 
Table 15 includes the financing plan for Capital Improvement Plan Version #1.  The payment 
structure for the proposed financings takes into account the initial projections developed for 
the General Fund and the proposed Village‐wide levy for District #2.
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Table 15: Financing Plan for Capital Improvement Plan Version #1 
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6.2  Financial Forecast with Version #1 of Capital Improvement Plan 
 
One of the primary objectives of the Financial Management Plan is to integrate capital and 
operating budgets to determine the multi‐year impact on the tax levy.   During the workshops, 
initial projections were completed for the Village’s General Fund and we later refined as part of 
the 2012 budget process (described later in this report).   Version 1 of the capital improvement 
plan (not including the Village Hall project) was integrated with initial operating budget 
projections for the Village, and also included a proposed Village wide levy for Utility District #2.   
 
Table 16 illustrates the total projected levy for operations based on the initial projections, debt 
service for the Capital Improvement Plan Version #1, and the Utility District #2 levy.  Financing 
all of these initiatives required an annual levy increase of 3.5% ‐3.92% from 2012‐2016.  The 
Village Board determined additional cuts in capital improvement projects were necessary to 
lessen the levy impact. 
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Table 16: Initial Multi‐Year Levy Projections for Operations, Village‐Wide Utility District #2 Levy, 
and Version 1 of the Capital Improvement Plan (Not including the Village Hall Project). 
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6.3 Second Version of the Capital Improvement Plan 
 
Table 17 includes the second version of the Capital Improvement Plan that reduces capital 
expenditures from the first version.  Table 18 illustrates the proposed financing plan for CIP 
Version #2.  The proposed debt service structure in Table 18 takes into account several factors 
including existing General Obligation debt service payments, and the proposed Village‐wide 
levy for Utility District #2 from 2013‐2019. 
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Table 17: Capital Improvement Plan Version #2 and Proposed Financings 
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Table 18: Financing Plan for Capital Improvement Plan Version #2 
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Section 7 – Village General Fund  
 
7.1  Village General Fund Revenues 
 
The Village’s General Fund Revenues are summarized into several categories: 
 

 Intergovernmental: State shared revenues, contracted services payments, recycling, and 
state aids.  Proceeds from long‐term borrowing have historical been identified as an 
intergovernmental revenue.  We recommend long‐term borrowing proceeds be 
deposited into a Capital Project Fund in the future.   

 

 Regulation and Compliance: Permits, licenses, fines and forfeitures.   
 

 Public Charges for Services: Garbage and refuse collection, cemetery revenue, police 
and ambulance revenue. 
 

 Commercial: Interest on investments, sale of fixed assets, Village Hall rental, and Aurora 
PILOT payments.  Applied fund balance is also identified as commercial revenue. 
 

 Property Tax Levy: annual property tax levy. 
 
 

7.2  Revenue Projection Methodology 
 
Appendix E includes revenue projections for the Village General Fund from 2013‐2016 using the 
2012 budget as the “base” for the projections.  The methodology for the revenue projections is 
summarized as follows: 
 
Intergovernmental 
 

 Contract services revenue increasing 1.5% per year. 

 Shared revenues and state aids held at 2012 levels. 

 Recycling rebate held at 2012 levels. 

 No transfers from designated funds. 
 
Regulation and Compliance 
 

 Liquor, operator, cigarette, dog, and other licenses held at 2012 levels. 

 Building permits increasing 1.5% per year from 2014‐2016. 

 Traffic fines increasing 1% per year from 2014‐2026. 
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Public Charges for Services 
 

 Garbage and Refuse revenue increases 5% per year from 2013‐2016. 

 Revenue from all other charges held flat at 2012 levels. 
 
Commercial  
 

 Interest income from investments increases 2% per year from 2014‐2016. 

 Aurora PILOT payments are $150,000 per year from 2013‐2016. 

 All other Commercial revenues held at 2012 levels. 
 
 
7.3  Expenditure Projection Methodology 
 
Appendix F includes expenditure projections for the Village General Fund from 2013‐2016 using 
the 2012 budget as the “base” for the projections.  The following methodology applies to all 
Departments. 
 

 Staff wages increasing at 1% annually. 

 Insurance expense increasing at 3% annually. 

 Property, liability, and workers compensation insurance increasing at 3% annually. 

 Fuel costs increasing 3% annually. 
 
The following is a summary of specific items included in the expenditure projection 
methodology for various service areas. 
 
General Government 
 

 Retirement contributions based on 5.9% of salary (assumes employees pay “employee” 
share of contribution). 

 All other expenditures held at 2012 levels. 
 
Protection of Persons & Property 
 

 Employee and Employer share of retirement contributions are budgeted based on 
18.9% of salary. 

 Building Permit expenditures increasing 1.5% annually starting in 2014. 

 All other expenditures held at 2012 levels. 
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Public Works and Recreation 
 

 Expenditures held at 2011 levels. 
 
 
Section 8 – Integrated Budget  
 
8.1  Integrated Operating, Debt Service Budget with Capital Improvement Plan Version 2, 

and Village Wide‐levy for Utility District #2 
 
Table 19 integrates the Village operating budget (including the proposed 2012 budget prepared 
after the Financial Management Plan workshops were completed) and projections from 2013‐
2016.  Also included is the proposed Summit Utility District #2 levy and debt service for Capital 
Improvement Plan Version #2.   
 
If all of the projects identified in the Capital Improvement Plan Version #2 are financed, and 
existing service levels are maintained based on the methodology outlined in Section 7, the total 
property tax levy for the Village of Summit is projected to increase 1.28% ‐ 1.94% per year from 
2012‐2016.  The total annual taxes on a $300,000 home will increase $34 total from 2012‐2016. 
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Table 19: Multi‐year Levy Projections for Operations, Village‐wide Utility District #2 Levy, and 
Version 2 of the Capital Improvement Plan (Not including the Village Hall Project). 
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Section 9 – Levy Limit Compliance 
 
The current version of State levy limits restricts levy increases to the percentage increase due to 
net new construction.  Since levy limits were first introduced, there have been several 
adjustments that can be applied to the levy limit.  The most notable adjustment is for debt 
service.  The Village has several debt service adjustments it can apply if needed.  First, General 
Obligation Debt Service Authorized after July 1, 2005 is excluded from levy limits.  In addition, 
the Village can also claim a levy limit adjustment for any shortfall in revenue from Utility District 
#2 for its share of revenue bond debt service.  Other levy limit adjustments the Village can 
evaluate include increases in costs for charges assessed by a Joint Fire Department, or transfers 
of services from other governmental units. 
 
In summary, based on the total levy amounts identified annually from 2012‐2016 in Table 18, 
the Village can levy these amounts legally in compliance with levy limits once permitted 
adjustments to the levy limit are applied. More importantly, the Village needs to consider the 
financial impact these levies will have on taxpayers to determine if the appropriate balance 
between affordable taxes, service delivery, and infrastructure maintenance is achieved.  
 
Section 10 – Fund Balance & Debt Management Polices 
 
Appendix G includes a Fund Balance Policy and Debt Management Policy that were provided to 
the Village Board.  The Fund Balance policy has been adopted by the Village Board.  The Debt 
Management Policy has been presented, but not formally adopted. 
 
Section 11 – Recommendations 
 
To capitalize on its investment in this planning process, the Village should undertake the 
following actions as extensions of this plan: 
 
 Annually review the Fund Balance Policy as part of the annual budget process. 

 
 Formally approve the proposed Debt Management Policy and review annually as part of 

the budget process. 
 
 Update its CIP annually so that it maintains a five‐year planning horizon, and accurately 

reflects planned projects and associated costs.  Maintaining a current CIP also allows 
this information to be integrated into current year financing plans so that the impact of 
probable future borrowings can be assessed in addition to the notes or bonds currently 
proposed for issuance. 
 

 Create a “Capital Project Fund” for tacking borrowed funds for capital projects.  If the 
Village chooses to borrow funds for several years worth of projects at one time, the 



 

  
  

   
 41 

Village can track expenditures in a separate fund making it easier to budget these 
projects.  Since projects may extend from one fiscal year to the next, the Village does 
not have to reconcile borrowed fund within its annual operating budget. 

 
 Review status of financial indicators in conjunction with proposed debt financings.  As 

new debt issues are considered, their impact should be evaluated in the context of the 
guidelines set forth in the Debt Management Policy. 

 
 Consider annual or other periodic updates to this Five‐Year Financial Management Plan.  

Changes in economic conditions, local priorities, state legislation and other variables 
require that the models be updated periodically if they are to remain a viable planning 
tool.   
 

 In particular, the Village should update the cash flow forecasts for the Silver Lake Utility 
District and Summit Utility District #2 to monitor non‐restricted cash levels. 
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Appendix A:  Financial Indicators 
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Appendix B: Historical Summary of Summit Utility District #2 Provided by Village 
Administrator for September 8, 2011 Meeting 
 

As you all know, the Town of Summit converted to the Village of Summit in July, 2010. Many 
of you participated in the first Village Board election in September, 2010. That group of elected 
officials immediately faced approval of the 2011 budgets. Although they did not have any major 
concerns, one of the first things the new Village Board identified as needed information related 
to the financial situation of the Village. To form an objective opinion on the Village’s finances, 
the new Village Board hired Ehler’s Associates to review the overall Village’s finances along with 
the three utility district accounts. 
 

Tonight we have Mr. Greg Johnson of Ehlers Associates here to assist us with the  financial 
direction of the Summit Utility District. But, before we get  into the  future numbers,  I want to 
share some of the history with you. 

The original district plan was proposed by residents in the area to the Town of Summit Town 
Board  in  1996.  Their  estimated  costs  $6,762,000  would  serve  525  residential  units.  After 
additional study by the new sanitary district, the initial engineered cost prepared by Fred Welch 
of Welch‐Hanson Associates fell within this cost at between $11,000 and $15,500 per residential 
unit.  These numbers were the basis for continuing with a full construction project in 1998. 

In  1999  the  Sanitary  Commission  hired  Ruekert  and Mielke  to  design  and manage  the 
construction of the system as District Engineers. At a meeting in February, 1999 they estimated 
the costs at $12.2 million and suggested special assessments of $7,900 per residential unit.   A 
report  reviewed  by  the  sanitary  commission  ten months  later  in  December,  1999  identified 
possible costs of $15.3 million. The  final costs of the project, as reported  in April, 2002, were 
$15,141,515. The final assessment placed on each residential unit was $9,900. 

To  build  this  project  the  Sanitary  District  arranged  for  $6 million  in  financing  from  the 
Wisconsin Clean Water Fund. They assumed  special assessments  to pay  for $7.5 million, and 
they  assumed  $1,350,000  in  connection  charges  from  the  individual  property  owners. 
Unfortunately, the special assessments only totaled $5,800,000 and no connection charges were 
collected from property owners since the District did not inform the Town to collect this money. 
So we began short by over $3 million dollars in the original financing package. There were other 
assumptions built into the financing that added to the district shortfall. 

 
I have already mentioned the beginning user numbers: the group assumed 755 residential 

units paying into the system and adding sixteen more homes each year; by 2010 they estimated 
883 units connected. [we started with 585 units in 2002 and currently have only 627];  
 

When  completed,  the  commission  assigned  a  $9,900  special  assessment  per  residential 
dwelling unit [actual costs were closer to $24,000]; 
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The  financial program was based  on  $13,700,000  construction  costs  [actual project  costs 
were $15,141,000 – nearly $1.4 million more than estimated]. 

 
The  commission  established  a  monthly  service  costs  of  $50  per  unit  [actual  start‐up 

operating costs were $63.58]. 
 
In an  internal Ruekert/Mielke memo  in March, 2001, the consulting engineer reviewed the 

likely  quarterly  billing  for  the  new  system  and  $9,900  assessment  proposal.  Based  on  these 
numbers, they  identified the need for a $60 per month charge beginning  in 2002 and rising at 
13% annually to $180.00 monthly charge  in 2011. And this was to cover the expenses  if there 
were 755 units connected charging $9,900 for a connection. 

 
The sanitary commission adopted the $9,900 assessment and $55.00 per month charges at a 

meeting on April 24, 2002. Connections began  in July, 2002. The Town of Summit coordinated 
the  connections  via  plumbing  permits  and  inspections  by  the  Town  inspector.  The  Sanitary 
District commission had  its own attorney, engineer, secretary and commissioners until March, 
2003. 

 
As you know, the Village Board currently serves as the Summit Utility District Commission. 

The Town Board took on this responsibility  in May of 2003 after the two of the three sanitary 
district  commissioners  resigned.  These  commissioners  were  Mike  Krzykowski  and  Maury 
Sullivan. The third commissioner (Frank Geers) had his term expire in February of 2003 and the 
Town Board chairman, Maury Sullivan, chose not  to  reappoint him. Following  the 2003 Town 
elections, the Town Board converted this organization to a utility district under the auspices of 
the Town of Summit. 

 
Utility District #2 owns  the  collection  system  (includes 41,100  lineal  feet of gravity  sewer 

line, 24,500  lineal feet of force main), six  lift stations and operates the system. As owners and 
operators of a sewage collection system we have costs to maintain and operate these facilities. 
The current budget and quarterly charges cover the operating expenses. We remain deficient in 
our debt payment structure and financing. 

 
The District has three sources of revenue. The first source, and the one most familiar to you 

is the quarterly billing received by all developed properties. Currently we bill 542 single family 
residential units and 85 non‐residential customers (Rogers Hospital, taverns on Delafield Road, 
and  several  small  office  operations).  All  of  the  developed  properties  in  the  District  are 
connected  to  the  system.  All  the  developed  properties  receive  quarterly  bills  for  the  sewer 
service. All billing is at the same $210 per quarter rate. The non‐residential accounts are based 
on anticipated use. For example Ole’s Tavern pays 3 times the rate, Rogers Hospital pays at 61 
times the rate. Altogether, this currently totals 627.5 units. 
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The second source of revenue  is the special assessments  from 2002 when the system was 
installed. At that time property owners were given a choice of one‐time payment or a ten‐year 
payment  plan.  If  you  chose  the  ten‐year  plan  you  still  have  two  years  remaining  on  that 
schedule, December billings  in 2011 and 2012. However,  the amount of  these payments goes 
down with time and as people pay off the charges early. 

 
The third source of revenue for the District is the annual tax levy. This amount had originally 

been  identified  as  the  administrative  costs  of  the  Village  for  completing  the  quarterly  bills, 
annual  audits  and  other  operational  expenses  related  to  the Utility District.  In  the  past  two 
years it has been increased to supplement the debt payments and keep the district solvent. 

 
So, where does all this leave us today, September 8, 2011? 
 
The Village and District hired Ehlers Associates  to  identify  the current cash  flow  situation 

and long‐term financial balance sheet for the District and Village of Summit. We also requested 
that  they  assist  us  in  preparing  alternatives  for  mitigating  the  financial  deficits.  Mr.  Greg 
Johnson is here tonight from Ehlers to describe their findings. After his presentation the two of 
us will describe  the current proposal  to satisfy  the  funding needs of  the District. We will also 
take questions at that time. 
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Appendix C: Cash Flow Projection Models for Summit Utility District #2
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Option #1 
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Option #2 
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Option #3 
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Option #4 
 
 



 

  
  

   
 51 

Appendix D:  Cash Flow Projection Models for Silver Lake Utility District
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Option #1 
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Option #2 
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Option #3 
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Option #4 
 
 



 

  
  

    56 

 
Appendix E: Revenue Projections for Village General Fund 
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Appendix F:  Expenditure Projections for Village General Fund 
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Appendix G: Fund Balance and Debt Management Policies 
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Village of Summit, Wisconsin 
PROPOSED FUND BALANCE POLICY 

 
 

1. Statement of Policy.  Sound financial management principles require that sufficient funds be 
retained by the Village to provide a stable financial base at all times.  To provide for a stable 
financial base, the Village needs to maintain a General Fund Balance sufficient to meet cash 
flow requirements, to provide financial reserves for unanticipated expenditures and/or 
revenue shortfalls of an emergency nature, and to provide funds for all existing 
encumbrances.  The purpose of this policy is to specify the size and composition of the 
Village’s financial reserves and to identify requirements for replenishing any fund balance 
reserves utilized.  

 
2. Fund Balances.  The Village’s General Fund balance is comprised of the following 

individual components:  
 

a. Reserved Fund Balance. Reserved fund balance consists of portions of fund balance 
that are either legally restricted to a specific future use or are not available for 
appropriation or expenditure. Examples include amounts reserved for delinquent 
taxes, and for inventory of supplies and prepayments. 

 
b. Unreserved Fund Balance.  Unreserved fund balance is subdivided into undesignated 

and designated portions. 
 

i. Undesignated Funds.  Represents available financial resources that can be 
used to meet contingencies and working capital requirements.  The Village 
will maintain a minimum undesignated fund balance of 15% for these 
purposes.  The percentage of undesignated fund balance is determined by 
dividing that portion of the Village’s fund balance listed as undesignated by 
total General Fund revenues as identified in the Village’s most recent audited 
financial statements). 

 
Example Using 2010 Audited Financial Statements Data. 
 
Undesignated General Fund Balance      $     429,771    
General Fund Revenues    ÷  $  2,494,555 
Percentage                            17.23% 

 
ii. Designated funds.  If the Village’s unreserved undesignated fund balance 

exceeds the minimum percentage required to be retained for cash flow and 
contingencies as specified in the preceding section, the Village Board may 
designate those excess amounts for specific purposes.   The following are 
typical purposes for which uses of fund balance may be designated. 
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1. Transfer to Capital Projects Fund to pay for costs of capital equipment 
or capital improvements.  

 
2. Transfer to the Debt Service Fund for pre-payment of callable bonds 

or notes. 
 

3. To pay for costs of Other Post-Employment Benefit (OPEB) liabilities. 
 

4. Use as beginning cash balance in support of the annual budget to pay 
costs of non-recurring expenditures. 

 
3. Monitoring and Reporting.  The Village Administrator is responsible for monitoring 

Village fund balance levels, and shall annually prepare a report documenting the status of the 
fund balance for presentation to the Village Board in conjunction with the development of 
the annual budget. The report will provide recommendation for use of any unreserved, 
undesignated funds balances available that exceed amounts required to be retained for cash 
flow and contingency purposes. 

 
4. Replenishment of Unreserved Fund Balances.  If the amount of unreserved, undesignated 

fund balance falls below the 15% level, the Village Board must approve and adopt a plan to 
restore this balance to the target level within 24 months.  If restoration of the fund balance 
cannot be accomplished within such period without severe hardship to the Village, then the 
Village Board will establish a different time period. 
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Village of Summit, Wisconsin 
DEBT MANAGEMENT POLICY 

 
Sample 

 
 
1. Statement of Policy.  The Village recognizes that the foundation of any well-managed 

program of capital financing is a comprehensive debt management policy.  A debt policy sets 
forth the parameters for issuing debt and managing outstanding debt and provides guidance 
to decision makers regarding the timing and purposes for which debt may be issued, types 
and amounts of permissible debt, method of sale that may be used and structural features that 
may be incorporated.  The debt policy recognizes a binding commitment to full and timely 
repayment of all debt as an intrinsic requirement for entry into the capital markets.  
Adherence to the debt policy helps the Village to maintain a sound debt position and protect 
its credit quality.  Further advantages of a debt policy are: 
 

a. Enhances the quality of decisions by imposing order and discipline. 
 

b. Promotes consistency and continuity in decision making. 
 

c. Rationalizes the decision-making process. 
 

d. Identifies objectives for staff to implement. 
 

e. Demonstrates a commitment to long-term financial planning objectives. 
 

f. Is regarded positively by the rating services in reviewing credit quality. 
 
 
2. Capital Improvement Planning.  The Village will develop and maintain a multi-year 

Capital Improvement Plan (CIP) for consideration and adoption by the Village Board.  The 
CIP will be for the coming five fiscal years and will be updated periodically.  The CIP will 
contain the following information: 
 

a. A description of each project. 
 

b. A listing of the expected sources of funds for each project. 
 

c. Estimated timing for each project. 
 

d. An analysis of the debt financing required and the conformance of the planned 
financings with policy targets and the economic and fiscal resources of the Village to 
bear such indebtedness over the next five years. 
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3. Limitations on Issuance of Debt 
 

a. Legal Limits. 
 

i. General Obligation (G.O.) Debt Limit.  The total principal amount 
outstanding of debt obligations carrying the G.O. pledge of the Village may 
not exceed an amount equal to five percent of the Village’s equalized value 
(including any tax increments) as determined by the Wisconsin Department of 
Revenue.  As identified in the “Affordability Targets” section of this policy, 
the Village has imposed on itself a more restrictive direct debt burden 
limitation of 3.5%, which is equivalent to utilization of no more than 70% of 
its statutorily allowed debt capacity. 

 
ii. Purpose and Authority.  Debt obligations may be issued by the Village under 

the authority of, and for the purposes defined in the following Chapters or 
Sections of the Wisconsin Statutes: 

 
1. Chapter 24 – State Trust Fund Loans 
2. Chapter 67 – G.O. Bonds and Notes 
3. Section 67.12(1)(a) – Tax and Revenue Anticipation Notes 
4. Section 66.0621 – Revenue Obligations 
5. Section 66.1335 – Housing and Community Development 
6. Section 66.0701 through 66.0733 – Special Assessment B Bonds 

 
b. Public Policy Limits. 

 
i. Purposes of Debt Issuance.  In determining whether a particular project is 

appropriately financed with debt obligations, the Village Board will consider 
the following public policy objectives:  

 
1. It is the intent of the Village to cash fund projects, in whole or in part, 

as an alternative to debt financing when practical.  It is recognized, 
however, that most major projects will contain some element of debt 
financing.  This also serves to promote taxpayer equity by amortizing 
the costs of improvements over their useful lives, providing the 
Village the ability to charge those benefiting from the improvements 
over time.  

 
2. The Village may issue debt obligations to purchase capital assets and 

to fund infrastructure improvements when current revenues or fund 
balance/retained earnings are unavailable or reserved for other 
purposes.   

 
3. The Village may also issue debt obligations to provide funds for the 

implementation of economic development projects.  These types of 
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projects will normally be undertaken within a tax incremental district, 
with debt service repaid from future tax increment collections. 

 
4. The Village will not issue long-term debt obligations to provide funds 

for operating purposes.  Issuance of short-term debt obligations to 
finance operating expenses will only be considered in the event of an 
extreme financial emergency. 

 
ii. Use of Derivatives.  Derivatives are financial contracts or financial 

instruments whose value is derived from the value of something else (known 
as the underlying instrument). The Village will, as a general practice, not enter 
into contracts and financing agreements involving interest rate swaps, 
floating/fixed rate auction or reset securities or other forms of debt bearing 
synthetically determined interest rates. The only type of derivative that will be 
considered for use by the Village would be a State and Local Government 
Series (SLGS) Securities investment offered by the US Treasury or a 
Guaranteed Investment Contract (GIC) when used in conjunction with an 
advance refunding of the Village’s debt.  The interest rate earned on time 
deposit SLGS securities is one basis point below the current estimated 
Treasury borrowing rate for a security of comparable maturity.  Generally the 
Village will always use SLGS for advance refunding escrow accounts but in 
the event that SLGS are not available from the US Treasury, the Village 
would consider the use of a GIC but only after competitive proposals are 
taken from at least three vendors for same. 

 
c. Financial Limits. 

 
i. G.O. Debt. 

 
1. Affordability & Debt Profile Targets.  To provide for a capital 

financing program that is sustainable based on the financial resources 
of the Village, and to further maintain a credit profile that will allow 
the Village to maintain its current rating on outstanding debt issues, 
the following affordability and debt profile targets are established. 

 
a. Direct Debt Burden.  The total principal amount of G.O. debt 

outstanding, expressed as a percentage of the Village’s total 
equalized value, and as a total per capita.  The Village has 
established a targeted maximum of 3.5_% for direct debt 
burden (as a percent of equalized value). 

 
b. Payout Over Ten Years.  The percentage of outstanding G.O. 

debt principal that will be retired within ten years.  The 
Village’s target is repayment of no less than 75% of all 
outstanding principal within ten years. 
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c. Percentage of Expenditures for Debt Service. The Village’s 
annual gross G.O. debt service payment expressed as a 
percentage of the sum of all operating and debt service fund 
expenditures.  The Village’s targeted maximum is 20%.   

 
d. Tax Rate for Debt Service.  The Village’s annual G.O. debt 

service payment, net of any revenues used to reduce the levy 
amount needed, divided by the Village’s equalized value 
reduced by any tax increments.  The Village’s targeted 
maximum tax rate for debt service is $____. 

 
ii. Revenue Debt.  The Village may finance the capital needs of its revenue 

producing enterprise activities through the issuance of revenue-secured debt 
obligations.  Prior to issuing revenue-secured debt obligations, the Village will 
develop financial plans and projections showing the feasibility of the planned 
financing, required rates and charges needed to support the planned financing, 
and the impact of the planned financing on ratepayers.  The amount of 
revenue-secured debt obligations will be limited by the feasibility of the 
overall financing plan, as well as any existing covenants related to debt 
obligations with a claim to the same revenue source. 

 
iii. Short-Term Debt. 

 
1. Bond or Note Anticipation Note.  Where their use is judged to be 

prudent and advantageous, the Village may choose to issue Bond or 
Note Anticipation Notes as a source of interim construction financing.  
Prior to their issuance, takeout financing must be planned for and 
determined to be feasible. 

 
2. Tax and Revenue Anticipation Notes.  In the event of an extreme 

financial emergency, the Village may issue Tax or Revenue 
Anticipation Notes to fund working cash flow needs.  Before issuing 
such notes, cash flow projections will be prepared to ensure that funds 
will be available for timely repayment of the Notes. 

 
 

iv. Conduit Debt.  The Village may sponsor conduit financings for those 
activities (i.e., economic development, housing, health facilities, etc.) that 
have a general public purpose and are consistent with the Village Board's 
overall service and policy objectives.  All conduit financings must be non-
recourse to the Village. 
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4. Debt Structuring Practices. 
 

a. Maximum Term.  The term of any debt obligations issued by the Village should not 
exceed the economic life of the improvements that they finance.  If financially 
feasible, the term should be shorter than the projected economic life.  Whenever 
possible, the term of obligations issued will be ten years or less. 

 
b. Interest Rates.  Debt obligations issued by the Village will carry a fixed interest rate.  

If, in consultation with its Financial Advisor, the Village determines that a variable 
interest rate offers specific advantages, it may choose to issue securities that pay a 
rate of interest that varies according to a predetermined formula or results from a 
periodic remarketing of the securities. 

 
c. Debt Service Structure.  Whenever possible, debt will be structured so that annual 

principal and interest payments are approximately level.  If necessary, debt structures 
may be “wrapped” to accommodate existing debt service payments to allow for the 
Village’s affordability targets to be maintained.  Notwithstanding the foregoing, the 
Village will attempt to structure debt so that interest payments are due not later than 
the first fiscal year following issuance, and principal payments not later than the 
second fiscal year following issuance.   The Village will avoid "balloon" repayment 
schedules that consist of low annual principal payments and one large payment due at 
the end of the term.  An exception to the foregoing would be cases where it is 
anticipated that the Village will have funds on hand sufficient to retire the balloon 
payment (e.g. tax increments, impact fees, land sale proceeds). 

 
d. Capitalized Interest.  The Village may elect to capitalize interest for any debt 

obligation, but depending on timing of issuance, it should first consider budgeting for 
the estimated interest expense, or appropriating the funds from other available 
sources.  An exception to this policy would be cases where obligations are issued to 
finance projects within tax increment districts, and current district increment 
collections are projected to be insufficient to make interest payments.  In these cases, 
the Village will normally capitalize interest. 

 
e. Call Provisions.  Call provisions for debt obligations will be made as short as possible 

consistent with achieving the best interest rates possible for the Village.  Obligations 
shall be callable at par. 

 
 
5. Debt Issuance Practices 

 
a. Competitive Sale.  The Village will issue its debt obligations through competitive sale 

unless it is determined by the Village and its Financial Advisor that a competitive sale 
would not be expected to produce the best results for the Village.  If the Village 
determines that bids received through a competitive sale are unsatisfactory, or in the 
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event no bids are received, the Village may enter into negotiation for sale of the 
obligations 

 
b. Negotiated Sale.  The Village may consider negotiated sales of debt obligations in 

extraordinary circumstances when the complexity of the issue requires specialized 
expertise, when the negotiated sale would result in substantial savings in time or 
money, or when market conditions or Village credit are unusually volatile or 
uncertain.  If the Village elects to negotiate the sale of a debt obligation, it will utilize 
a Financial Advisor with no interests in the underwriting of the transaction to 
represent it.  

 
c. State and Federal Revolving Loan Funds and Pools.  As an alternative to open market 

financing, the Village may elect to seek a loan through State or Federal programs 
when this will provide advantages to the Village with respect to costs, interest rates, 
or terms.  Examples of available loan programs include State Trust Fund Loans, 
Clean Water Fund Program Loans, Safe Drinking Water Fund Program Loans, and 
USDA Rural Development Loans. 

 
d. Refunding. 

 
i. Advance Refunding.  Federal tax law allows debt obligations to be refinanced 

one time prior to the obligation’s earliest pre-payment date (call date).  The 
Village may issue such advance refunding bonds when legally permissible, 
and when net present value savings, expressed as a percentage of the par 
amount of the refunding bonds, equal or exceed a target of two percent. 

 
ii. Current Refunding.  Current refunding bonds may be issued to refinance 

existing debt obligations no earlier than sixty days prior to the obligation’s 
earliest pre-payment date (call date).  There is presently no limit to the number 
of times that an issue may be current refunded.  The Village may issue current 
refunding bonds when legally permissible, and whenever doing so is expected 
to result in a net economic benefit to the Village. 

 
iii. Restructuring of Debt.  Independent of potential savings, the Village may 

choose to refund debt obligations when necessary to provide for an alternative 
debt structure.  Refunding may also be undertaken as a means to replace and 
modernize bond covenants essential to management and operations. 

 
 

e. Credit Rating. 
 

i. Rating Service Relationships.  The Village Administrator is responsible for 
maintaining relationships with any rating service that currently assign ratings 
to the Village's debt obligations.  This effort shall include providing periodic 
updates on the Village's general financial condition along with coordinating 
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meetings and presentations in conjunction with a new debt issuance.  The 
Village’s Financial Advisor will assist in this effort. 

 
ii. Use of Rating Services.  The Village Administrator, in consultation with the 

Village’s Financial Advisor, is responsible for determining whether or not a 
rating shall be requested on a particular financing, and which rating service(s) 
will be asked to provide a rating.  

 
iii. Minimum Long-Term Rating Requirements.  The Village's minimum rating 

requirement for its long-term G.O. debt is "A" or higher.  If a debt obligation 
cannot meet this requirement based on its underlying credit strength, then 
credit enhancement may be sought to achieve the minimum rating.  If credit 
enhancement is unavailable or is determined by the Village Administrator and 
the Village’s Financial Advisor to be uneconomical, the obligations may be 
issued without a rating. 

 
 
6. Debt Management Practices 
 

a. Continuing Disclosure.  The Village is committed to continuing disclosure of 
financial and credit information relevant to its outstanding debt obligations and will 
abide by the provisions of Securities and Exchange Commission (SEC) Rule 15c2-12 
concerning primary and secondary market disclosure.  The Village Clerk is 
responsible for providing ongoing disclosure information and may be assisted by the 
Village’s Financial Advisor in the execution of this task. 

 
b. Investment of Debt Proceeds.  The Village will temporarily invest the proceeds of 

debt obligations in accordance with its investment policy.  Interest earnings realized 
within construction accounts will be applied first towards payment of project costs, 
then for payment of debt service associated with the obligations. 

 
c. Arbitrage Rebate and Monitoring.  The Village Treasurer will establish and maintain 

a system of record keeping and reporting to meet arbitrage rebate compliance 
requirements of the federal tax code.  This effort will include tracking investment 
earnings on proceeds of debt obligations, calculating rebate payments in compliance 
with tax law, and remitting any rebatable earnings to the federal government in a 
timely manner in order to preserve the tax-exempt status of the Village's outstanding 
debt obligations.  Additionally, general financial reporting and certification 
requirements embodied in bond covenants shall be monitored to ensure that all 
covenants are complied with.  The Village’s Financial Advisor may assist in the 
execution of these tasks. 

 
 
7. Review.  It is the intent of the Village Board that this Debt Management Policy be reviewed 

annually and revised as necessary.  
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