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INTRODUCTION AND SUMMARY

The Long-Term Financial Management Plan (the “Plan”) is
intended to serve as a guide for the on-going financial man-
agement for the City of Loretto (the “City”).

The Plan contains proposed strategies and identification of
key factors and objectives to monitor with respect to the
financial performance of the City’s Capital Projects Funds,
Debt Service Funds, and Enterprise Funds (the “Funds”).

Information on projected property tax levy and fees and
charges needed to fund planned capital improvements and
debt service are included.

The objectives of the study for the Plan were as follows:

e Revenue Sufficiency - Develop and populate a forecast-
ing model that will determine revenue needed for op-
eration of the enterprise funds, capital improvements
for enterprise funds and governmental services, and
debt service while maintaining adequate reserves for
future services and capital needs.

e Levy and Rate Calculations - Model the projected fu-
ture tax levies for the Capital Projects Funds and the
Debt Service Funds, and the proposed utility rates for
water, sanitary sewer, and stormwater services (the
“Utilities”).

The Plan includes planned future capital improvements for
years 2023-2032 (the “CIP”). Estimates were made by the
City and the City’s engineer for capital improvement project
costs and the timing of projects.

While the specific timing of future improvements is uncer-
tain, awareness of the projects and the funding required for
each project are important when considering tax levy, rates

for fees and charges, and level of reserves.

Study Approach
The following steps were taken as part of the Study:

e The City provided information on customer activity, in-
cluding data on historical customer billings.

e The City provided historical financial data along with
current budget plans and capital improvement plans
for 2023-2032.

e Information provided by the City was organized, ana-
lyzed, and used to support the development of the Plan.

e The 2021 and 2022 data in the Plan is reconciled with
the audited financial statements.

e (City staff offered input and feedback on the assump-
tions, different options for levy and rates, and desired
outcomes for the Plan.

Revenue Sufficiency

The Study evaluated the sufficiency of revenues to meet
current and projected financial requirements for the Funds
over the next ten years. The Plan determines the tax levy
and other rates necessary in each year of the projection pe-
riod to provide revenue sufficiency.

The City should continue to actively manage its funds to
achieve its policy goals and to maintain sufficient balances
within the Funds to meet City needs, including the need for
reserves.

Fund Balance Policy for General Fund

The City has an adopted policy to maintain a minimum bal-
ance in the General Fund. Policy states the City will main-
tain an unrestricted fund balance in the General fund of
an amount not less than 50% of the next year’s budgeted

Introduction and
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expenditures of the General fund. The Fund Balance policy
addresses the General Fund only.

Enterprise Funds Cash Position and Net Position

For purposes of the Plan, the revenue objectives for the En-
terprise Funds focused on providing revenue sufficient to
achieve an ending cash balance that will cover the following
purposes:

e Three-months of operating expense
e Following year debt service payments

¢ Following year capital acquisition (planned to be paid
from cash)

e Reserves for future capital improvements and other re-
serve purposes

The tables and charts that follow in the Introduction and
Summary section provide a summary of key financial infor-
mation for the City Funds.

For the Utilities, the funding of depreciation, or setting aside
of funds to replace depreciated infrastructure, is an impor-
tant element for establishment of revenue sufficiency.

The Study focused on the City’s asset management prac-
tices to maintain and expand infrastructure at future esti-
mated costs, as provided in the CIP.

Rather than focus on “funding depreciation” we find that
it is better to gain a strong understanding of the expected
future costs and, maybe more importantly, their timing and
the plan for replacement of infrastructure and facilities. Uti-
lizing a planned schedule for capital improvements and the
incorporation of that plan into the Study achieves this goal.
Capital improvement plans combined with financial man-
agement targets are critical elements that allows for the
setting of rates that meet City goals.

Financial management targets begin with criteria for eval-
uating overall financial condition. For instance, do projec-
tions show sufficient revenues to cover planned operating
and capital improvement expenses? The Utilities must do
better than break even, but by how much?

The Plan helps to answer these questions by allocating pro-
jected year-end cash balance for the Utilities to defined
purposes.

The Plan provides a second criterion to evaluate revenue
sufficiency for the Utilities in addition to the cash objec-
tives. The second criteria is an objective for ending unre-
stricted net position as a percent of expense. The Plan sets
a target (a floor) to maintain an unrestricted net position
for the Utilities no lower than 50% of the subsequent year’s
estimated expenses.

Since the majority of revenue in the Utilities comes from
user charges, maintaining an unrestricted net position that
is equal to at least 50% of expenses will help to ensure that
sufficient resources are available to fund basic functions be-
tween receipts of user charges.

Rate Calculations

The Study focused on projecting annual tax levy for capital
improvement projects and debt service, and reviewing the
rates for the fees and charges of the Utilities.

City Tax Rate

Future tax levy increases will be necessary to fund planned
capital expenditures and related debt service, and to main-
tain adequate cash balances across the Funds.

A summary of projected annual City tax levies for capital
and debt service based on the Plan is shown in Figure 1.

Introduction and
Summary



Figure 1.
Tax Levy for Debt Tax Levy for Pay-go
Tax Year  Service for Capital Capital
Improvements Improvements
2022 $57,333 $0
2023 $55,503 S0
2024 $54,925 $42,100
2025 $87,270 $47,100
2026 $148,491 $47,100
2027 $303,311 $49,600
2028 $295,496 $44,600
2029 $313,290 $44,600
2030 $328,502 $45,000
2031 $425,461 $45,000
2032 $401,747 $45,000

e Bond issuance is assumed to finance certain major fa-
cility, street improvements, and capital replacements
to manage tax levy and cash balances in the capital
projects funds.

e Debt service is planned to be paid from tax levy, special
assessments, and revenue from the utility funds, de-
pending on the purpose of the issuance.

The tables and graphics that follow provide historical and
projected tax levy and tax rates along with tax capacity (val-
uation). A breakdown of the debt service tax levy by bond
series is provided an Appendix.

Utility Rates

The City uses with limited exception, a one-part rate struc-
ture for charging fees for water and sanitary sewer servic-
es based on volume billed. Water customers are charged
a fixed fee for “depreciation” charged monthly. There is
a minimum monthly charge for water services. The City
charges a fixed amount for the first 4,000 gallons of water

billed. The City charges a fixed rate per residential equiva-
lent unit for stormwater services.

While this Study does not propose the City modify its rate
structure at this time, a two-part rate structure for water
and sanitary sewer services is recommended by generally
accepted practices and is a practice followed by most cit-
ies within Minnesota. This structure recovers a portion of
system costs in a fixed charge, recognizing that both water
and sanitary sewer services have certain fixed costs that are
incurred year-round. These fixed costs are incurred regard-
less of the level of water usage by customers.

It is estimated, based on the City’s 2023 budget, that ap-
proximately 46%-53% of the Water Fund and the Sanitary
Sewer Fund expenses, including depreciation, are fixed.
For the Storm Water Fund, the percentage is lower at 35%.
These percentages vary somewhat from year to year.

As noted, the Plan does not include changes to the fee
structure for the Utilities. The Study anticipated that the
City will adopt rate increases as proposed in the Plan. With
adoption of the planned rate increases, the revenues within
the Utilities are projected to be sufficient to meet all cur-
rent and future obligations of the Funds.

Future rates should be set based on actual data and per-
formance, which will include the impact on the Utilities of
future development and changes in the City’s customers.
Furthermore, efforts by customers to conserve and reduce
water consumption or flow volumes for sewer will have a
direct impact on revenues.

Introduction and
Summary



Organization of Plan

The Plan is organized into seven sections:

1.

2.

5.

Introduction and Summary provides information on the
Study approach, revenue sufficiency, and tax levy and
rate calculations.

Background provides historical and statistical context
for the City including the municipal utilities operated
by the City.

CIP_and Debt provides information on the City’s plans
for equipment, facilities, streets, and maintaining and
expanding the enterprise systems, among other proj-
ects. This includes estimates on project costs, timing,
and sources of funds. The time horizon for the capital
plan is years 2023-2032. Information on outstanding
debt obligation of the City and debt service is included
in this section.

Finance Plans provides the finance plans (pro forma)
for the Capital Improvements Fund, the Debt Ser-
vice Funds (on a combined basis), and the Enterprise
Funds. The finance plans include historical, current,
and projected revenues and expenses and estimated
ending cash balances, along with other balance sheet
estimates. Finance plans consider capital improvement
plans, both existing and planned debt issuance, and
projected property tax revenue and proposed rates for
charges for services and sales for the Utilities, among
other sources and uses of funds.

Appendixes provides additional data.

Introduction and
Summary



. Introduction and
Summary
City of Loretto
PROPERTY TAX LEVY FOR CAPITAL AND DEBT
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
TAX LEVY FOR CAPITAL AND DEBT
- - 42,100 47,100 47,100 49,600 44,600 44,600 45,000 45,000 45,000
313,290 328,502 425,461 401,747

87,270 148,491 303,311 295,496

Capital Improvements Fund
352,911 340,096 357,890 422,402 470,461

Debt Service Funds 57,333 55,503 54,925
Total Levy for Debt Service and Capital Improvements 57,333 55,503 97,025 134,370 195,591

446,747

NET TAX CAPACITY 172,811 954,864 986,537 1,008,286 1,030,470 1,053,098 1076178 1,099,719 1,123,732  1,148225 1,173,207

7.419% 5.813% 9.835% 13.327% 18.981% 33.512% 31.602% 32.544% 37.589% 40.973% 38.079%

PROJECTED TAX CAPACITY RATE FOR DEBT SERVICE AND CAPITAL

Note:
The City's certified Pay 2023 tax rate for the City (for all City levies) is 53.79%




Chart 1
Tax Levy for Capital and Debt Service
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Summary

The City tax levy is planned to
increase to fund planned capital
improvement projects.

The City’s tax rate is projected to
increase as the tax levy increas-
es. The Plan does not anticipate
growth in tax base from new
construction. Any future growth
in tax base from new construc-
tion will reduce the impact of
the tax levy increase on the
City’s tax rate.



Chart 3

Projected City Taxes for Residential Property

Assumes tax rate for general services remains constant with increase
for capital and debt service only
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Property Valued at $300,000 with 6,000 gallons of water usage monthly
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Charts 3 and 4 show the impact
of the Plan for increase in tax
levy and utility rates to pay for
planned capital improvements
on residential property based on
different valuations and average
water usage.



Chart5
Projected City Taxes for Commercial-Industrial Property
Assumes tax rate for general services remains constant with increases for
capital/debt service only
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Chart 6
Projected Annual City Taxes and Utility Charges for Example $1.0 M Valued
Commerical Property with 15,000 gallons of water usage monthly
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Charts 5 and 6 show the impact
of the Plan for increase in tax
levy and utility rates to pay for
planned capital improvements
on commercial property based
on different valuations and as-
sumption of 15,000 gallons of
water usage monthly.
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Summary

Future ending cash balances are
projected to be at levels suffi-
cient to meet the planned use
of funds, including future capital
improvements within the En-
terprise Funds, with few excep-
tions.
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TABLE 2
Water Fund Summary
Summary of Key Financial Information
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Revenue 243,130 260,161 4,572,848 286,061 294,781 303,485 312,518 321,818 331,458 341,314
Expense ' 181,598 244,068 352,403 344,613 379,324 372,380 377,398 381,648 394,369 392,677
Revenue Over (Under) Expense 61,532 16,093 4,220,445 (58,551) (84,543) (68,896) (64,880) (59,830) (62,911) (51,363)
Cash by Purpose

For future capital improvements 175,604 147,576 32,103 154,565 104,561 122,482 129,667 156,181 150,051 171,980

For following year pay-go capital 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 10,000

For 3-months of operating cash 35,850 46,697 37,566 38,455 39,367 40,301 41,258 42,239 43,244 44,274

For following year debt service 72,963 72,667 157,429 86,404 133,905 127,165 130,754 127,560 143,083 137,171

Projected Ending Cash (as of December 31st) 289,417 271,941 232,097 284,424 282,833 294,948 306,680 330,981 341,379 363,425
Net Position

Ending unrestricted net position 232,917 251,941 212,097 264,424 262,833 274,948 286,680 310,981 321,379 343,425

As % of expense2 128% 103% 60% 77% 69% 74% 76% 81% 81% 87%
Total Average Number of Customer Billing Units 269 269 269 269 269 269 269 269 269 269
Total Water Volume Billed (1,000 of gallons) 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871
Average Annual % Change in Water Bill for Billing Period

High Volume Customer (15,000 gallons) 5.4% 5.0% 5.0% 5.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Medium Volume Customer (6,000 gallons) 5.5% 5.0% 5.0% 5.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Low Volume Customer (3,000 gallons) 5.5% 5.0% 5.0% 5.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Notes:
1. Expense includes depreciation expense.

2. Target is for the ending unrestricted net position as % of expense to not be less than 50%. The Water Fund is projected to meet this target.
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Introduction and

TABLE 3
Sanitary Sewer Fund Summary
Summary of Key Financial Information
A t Estimated
SANITARY SEWER FUND mounts are tstimate
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Revenue 194,780 200,637 239,955 275,339 316,116 363,088 381,271 400,499 420,632 441,840
Expense ' 261,440 302,986 311,106 328,624 366,294 366,309 377,289 388,257 407,405 412,866
Revenue Over (Under) Expense (66,660) (102,349) (71,152) (53,286) (50,178) (3,221) 3,982 12,241 13,227 28,974
Cash by Purpose
For future capital improvements 194,396 104,980 21,142 (59,830) (85,573) (54,510) (32,989) 3,202 29,907 74,491
For following year pay-go capital 30,000 40,700 55,290 40,700 28,000 5,000 26,000 5,000 30,000 25,000
For 3-months of operating cash 51,329 61,581 63,414 65,310 67,271 69,301 71,400 73,574 75,823 78,152
For following year debt service 8,093 8,068 13,013 52,474 42,813 47,793 46,049 62,840 58,384 57,317
Projected Ending Cash (as of December 31st) 283,818 215,328 152,859 98,655 52,511 67,584 110,460 144,615 194,114 234,960
Net Position
Ending unrestricted net position 273,818 187,328 124,859 70,655 24,511 39,584 82,460 116,615 166,114 206,960
As % of expense 104.7% 61.8% 40.1% 21.5% 6.7% 10.8% 21.9% 30.0% 40.8% 50.1%
Total Average Number of Customer Bills 259 259 259 259 259 259 259 259 259 259
Total Sewer Volume Billed (1,000 of gallons) 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085
Average Annual % Increase for Fees and Charges
High Volume Customer (15,000 gallons) -5.0% 15.0% 20.0% 15.0% 15.0% 15.0% 5.0% 5.0% 5.0% 5.0%
Medium Volume Customer (6,000 gallons) -5.0% 15.0% 20.0% 15.0% 15.0% 15.0% 5.0% 5.0% 5.0% 5.0%
Low Volume Customer (3,000 gallons) -5.0% 15.0% 20.0% 15.0% 15.0% 15.0% 5.0% 5.0% 5.0% 5.0%

Notes:
1. Expense includes depreciation expense.

2. Target is for the ending unrestricted net position as % of expense to not be less than 50%. As shown above, the Sewer Fund is projected to fall below this target from 2024-2031. Based on planned rate
increases, the Sewer Fund is expected to meet this target by the end of the planning period.
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Introduction and

TABLE 4
Stormwater Fund Summary
Summary of Key Financial Information
Amounts are Estimated
STORMWATER FUND
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Revenue* 83,402 89,035 102,203 117,423 134,905 155,055 162,751 162,901 162,896 163,027
Expense ’ 87,662 93,563 105,908 111,385 135,239 130,093 131,373 133,299 134,673 136,635
Revenue Over (Under) Expense (4,260) (4,528) (3,704) 6,038 (334) 24,962 31,379 29,603 28,223 26,391
Cash by Purpose

For future capital improvements 87,470 72,831 49,146 30,867 5,850 29,737 30,029 57,799 54,237 49,431

For following year pay-go capital 23,887 - 22,020 - 30,000 - 30,000 - 30,000 30,000

For 3-months of operating cash 20,729 21,185 21,651 22,127 22,615 23,114 23,624 24,146 24,679 25,225

For following year debt service - 20,480 16,800 46,716 38,975 38,214 37,453 38,028 37,208 36,387

Projected Ending Cash (as of December 31st) 132,086 114,496 109,616 99,710 97,439 91,064 121,106 119,972 146,123 141,043
Net Position

Ending unrestricted net position 131,086 111,496 106,616 96,710 94,439 88,064 118,106 116,972 143,123 138,043

As % of expense > 149.5% 119.2% 100.7% 86.8% 69.8% 67.7% 89.9% 87.8% 106.3% 101.0%
Total Average Residential Equivalent Units Billed 321 321 321 321 321 321 321 321 321 321
Average Annual % Increase for Fees and Charges L4
Stormwater Customer 2.0% 5.0% 15.0% 15.0% 15.0% 15.0% 5.0% 5.0% 5.0% 5.0%

Notes:
1. Expense includes depreciation expense.

2. Target is for the ending unrestricted net position as % of expense to not be less than 50%. The Stormwater Fund is projected to meet this target.
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Introduction and
Summary

Total projected ending cash is
expect to increase over the next
decade based on the rates for
water and sanitary sewer ser-
vices included in the Plan. Rate
increases are projected to be
needed to ensure sufficient cash
is available to support operation
expenses, debt service, planned
pay-go capital, and to provide
adequate reserves for future
capital improvements and un-
planned events that may occur.
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Introduction and
Summary

Total projected ending cash is
expect to increase over the next
decade based on the rates for
stormwater services included
in the Plan. Rate increases are
projected to be needed to en-
sure sufficient cash is available
to support operation expenses,
debt service, planned pay-go
capital, and to provide adequate
reserves for future capital im-
provements and unplanned
events that may occur.
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BACKGROUND

The information included in this section comes from the
City’s 2021 and 2022 Annual Financial Reports, and the
City’s Comprehensive Plan, among other sources.

The City of Loretto is located at the western edge of Henne-
pin County, approximately twenty-five (25) miles from the
Twin Cities Metropolitan Area. The City is surrounded on
all four sides by the City of Medina and overlays a total of
185 acres of land.

The City reports the following funds in its annual audited
annual financial report.

Major Governmental Funds

The General Fund is the City’s primary operating fund. It
accounts for all financial resources of the City, except those
required to be accounted for in another fund. The General
Fund as not included as part of the Study for this Plan.

The Capital Improvements Fund accounts for resources ac-
cumulated and payments made for improvements projects.
The Capital Improvements Fund is subject of the study and
this Plan.

Proprietary Funds

The City reports the following major proprietary funds as
listed below. The Water Fund, the Wastewater Fund, and
the Storm Water Fund are subject of the study and this Plan.

The Water Fund accounts for the activities of the water dis-
tribution system the City maintains.

The Wastewater Fund accounts for the activities of the
City’s wastewater collection operations.

The Storm Water fund accounts for the costs associated

with the City’s storm water system.

The Garbage Fund accounts for the activities of the City’s
garbage collection operations.

Water System

The municipal water system infrastructure dates to the
1940’s with extensions installed to some areas of the City
in 1971. From 1971 to present, extensions have been made
to serve all new home and commercial and industrial con-
struction.

The City is planning improvements to the City’s water util-
ity system, including watermain replacement in connection
with the reconstruction of County Road 19 in 2024, and the
potential construction of a new treatment facility in 2025.

Sanitary Sewer / Wastewater System

The City participates in the Metropolitan Council Environ-
mental Services System. The existing sewer / wastewater
treatment system is located in the City of Medina and con-
sists an eight inch and ten-inch diameter force main, two
aerated cells, one secondary basin and phosphorus remov-
al equipment.

The City plans to reduce inflow and infiltration (1&I) through
a continuation of current |1&I programs.

Surface Water System / Storm Drainage

The stormwater runoff within the City is handled primar-
ily by surface drainage, supplemented by a system of catch
basins, underground sewer pipes, ponds, and ditches. Sur-
face drainage is typically channeled off property and con-
veyed by curb and gutter within the streets to existing catch
basins. It is then drained by underground storm sewers to
ponds or open ditches.

Background
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CAPITAL IMPROVEMENT PLAN (CIP)
AND DEBT

The capital outlay information included in the Plan provides
a high-level summary of the total costs by general category
and year, and the proposed funding sources.

The Plan provides information on current debt service on
the outstanding debt obligations of the City and estimated
future debt service for planned future debt issuance. The
only current debt outstanding for the City is a note payable
to the Minnesota Public Facilities Authority for a loan to
finance water infrastructure improvements, and the City’s
General Obligation Bonds, Series 2021A, issued to finance
the City’s 2021 street and utility improvement projects.

In 2019, the City’s engineering firm, Stantec, prepared a
2020-2030 CIP schedule with a list of projects for streets,
wastewater (sanitary sewer), water, and stormwater. Stan-
tec recently reviewed and updated near-term project costs,
including street and utility needs through 2026. Other proj-
ects and capital needs identified within the original CIP re-
main noted within this Plan, with no adjustments made to
estimated costs.

Streets (Capital Improvements Fund)

The City engineer has informed the City that many of the
streets and related utilities are entering the condition of be-
ing in need of significant improvements and in some cases
full utility reconstruction.

Street Reconstruction

The following street improvement projects have been iden-
tified:

e Year 2024, $952,000 for Hillview and Meadow street

improvements, including approximately $175,000 for
stormwater improvements that will be paid from the
Enterprise Funds.

e Year 2026, $2,624,000 for Loretto/Church/Railway
street improvements, including $1,245,000 for water,
sanitary sewer and stormwater improvements that will
be paid from the Enterprise Funds.

e Year 2028, $320,000 for street improvements to Lily
and Mallard Streets, including $96,000 for water and
sewer improvements that will be paid from the Enter-
prise Funds.

e Year 2030, $1,141,100 for Lorenz/Railway/St. Peter/St.
John street improvements, including $342,000 for wa-
ter and sewer improvements that will be paid from the
Enterprise Funds.

e The source of funding for these projects is planned to
come from bond proceeds. The bonds will be support-
ed by a combination of tax levy, special assessments,
and revenues from the utility funds.

The Plan anticipates that approximately 25% of the street
improvement costs (not including project costs paid from
the Enterprise Funds) will be paid from special assessments
and the remaining portion from tax levy. For planning pur-
poses the term of the bonds to be issued is anticipated at
15 years.

Street Mill and Overlay

The Plan also includes mill and overlay street projects
in years 2030 and 2032, in the amounts of $225,000 and
$735,000, respectively. The Plan anticipates bonding to fi-
nance the improvements, with a 15 year term, estimated to
be supported solely by tax levy.

CIP and Debt
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Fire Station (Capital Facilities Fund)

The Plan anticipates the Loretto Volunteer Fire Department
will need to construct a new fire station in 2026 (the exact
timing has not been finalized) for a preliminary estimated
cost of $6.0 million. The City of Loretto’s share of this cost
is estimated at 10% or $600,000. The Plan anticipates the
City would issued G.O. CIP Bonds to finance its share of the
project cost, payable over 20 years, supported by tax levy
of the City.

Public Works Building (Capital Facilities
Fund)

The Plan anticipates the need for a new public works build-
ing in year 2028 at an estimated cost of $500,000. This is
a placeholder with respect to the timing and the cost. The
Plan anticipates the issuance of bonds to finance the build-
ing, over a 20 year term, payable from tax levy.

Water Infrastructure (Water Fund 601)

The Plan anticipates the following water infrastructure im-
provements:

e Between 2023-2032, the Plan anticipates total spending
of approximately $5,790,000 or $579,000 average an-
nual spending on equipment and other capital outlay to
be paid from current revenues, including bond proceeds
and intergovernmental. The City maintains a detailed
list of equipment and planned annual capital outlay.

e Year 2024, approximately $1,000,000 for County Road
19 watermain replacement.

e Year 2025, $4,300,000 for construction of a new water
treatment plant. The Plan assumes the City will receive
intergovernmental grant revenue to offset project costs.

Year 2026, $480,000 for Loretto/Church street improve-
ments.

e Year 2028, $48,000 for Lily/Mallard/Pondview street
improvements.

e Year 2030, $171,000 for Lorenz/Railway/St. Peter/St.
John street improvements.

The Plan anticipates the issuance of bonds to finance the
majority of the planned improvements. The bonds will be
payable from net revenues of the Water Fund. The Plan an-
ticipates rate increases will be needed to provide sufficient
revenue to pay for operations, pay-go capital outlay, and
debt service on bonds to be issued.

Sanitary Sewer Infrastructure (Sanitary
Sewer Fund 602)

The Plan anticipates the following water infrastructure im-
provements:

e Between 2020-2029, the Plan anticipates total spend-
ing of approximately $685,000 or $68,500 average an-
nual spending on equipment and other capital outlay
to be paid from current revenues. The City maintains a
detailed list of equipment and planned annual capital
outlay.

e Years 2024-2026, annual installments of $37,500 pay-
able to the City of Medina related to the Quad-Cities
agreement.

e Year 2026, $445,000 for Loretto/Church street improve-
ments.

e Year 2028, $48,000 for Lily/Mallard/Pondview street
improvements.

Infiltration and inflow repair spending is anticipated at
$25,000 every other year between 2023-2032.

CIP and Debt
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The Plan anticipates the issuance of bonds to finance the
majority of the planned improvements. The bonds will be
payable from net revenues of the Sanitary Sewer Fund. The
Plan anticipates rate increases will be needed to provide
sufficient revenue to pay for operations, pay-go capital out-
lay, and debt service on bonds to be issued.

Stormwater Infrastructure (Stormwater
Fund 604)

e Between 2023-2032, the Plan anticipates total spend-
ing of approximately $685,000 or $68,500 average an-
nual spending on stormwater management costs.

e Year 2024, $205,000 for Hillview/Meadow street Im-
provements.

e Year 2026, $360,000 for Church/Loretto street improve-
ments.

e Other stormwater improvement projects include
$30,000 every other year for pond clean out between
2025-2032.

e The Plan anticipates bond issuance to finance stormwa-
ter capital improvements related to the street projects
noted above, with pond clean out costs paid from fee
revenue.

Bond Issuance

The Plan anticipates the issuance of $8,315,000 of bonds
over the next ten years to finance certain future capital im-
provements. The tables and graphics that follow provide a
summary of existing and future estimated debt service pay-
ments and funding sources, along with a summary of debt
outstanding by year.

The annual debt service, principal and interest payments,

on projected future bonds is included in the finance plans
for the Debt Service Fund, the Water Fund, and the Sewer
Fund.

The estimates for future debt service are based on the fol-
lowing anticipated bond issuance:

e Year 2024, G.0. Bonds, $2,010,000 to finance the fol-
lowing:

- G.0. Improvement Bonds, $980,000 to finance
Hillview/Meadow street and utility improvements.

- G.0. Revenue Bonds, $1,030,000 for watermain
replacement associated with County Road 19 Proj-
ect.

e Year 2026, $3,305,000 in bonding for the following pur-
poses:

- G.0. Improvement Bonds, $2,690,000 to finance
street improvement costs (assessment and tax levy
portion) for Loretto/Church street and utility im-
provements.

- G.0. Capital Improvement Plan Bonds, $615,000
the City’s portion of a new fire station.

e Year 2028, $845,000 in bonding for the following pur-
poses:

- G.0. Improvement Bonds, $330,000 to finance
street improvement costs for Lily/Pondview im-
provements, as well as other mill and overlay proj-
ects.

- G.O. Capital Improvement Plan Bonds, $515,000
to finance the construction of a new Public Works
building.

e Year 2030, $1,400,000 in bonding to finance the Lo-

CIP and Debt
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renz/Railway/St Peter/St John street improvements, in-
cluding water and sewer utility improvements, and mill
and overlay activities.

e Year 2032, $755,000 in bonding for mill and overlay
projects.

The final size (amount of bonds to be issued), structure, and
interest rates for each planned bond issue will depend on
project specifics and market conditions at time of each is-
suance.

The bonding amounts shown in the Plan are preliminary
and for planning purposes only. The par amount of the
bonds include capital acquisition and construction costs, is-
suance costs, and may include funds for capitalized interest.
The debt service for the new bonds are based on the terms
stated above and an estimated 4.0-4.5% average interest
rate.

Bond Rating

The City received a rating of AA with a stable outlook
from Standard & Poor’s for the City’s General Obligation
Improvement and Utility Bonds, Series 2021A. The Series
2021A Bonds are the first debt issuance for the City to be
assigned a rating.

It is important to understand that the rating applies to a
specific bond issue and not to the issuer. The rating is ap-
plied to the current issue and then extended to all compa-
rable outstanding debt covered by that rating agency. Cities
may mistakenly conclude this means that the rating applies
to it as an issuer. Minnesota cities typically obtain ratings
from Moody’s Investors Service or Standard & Poor’s (the
“rating agencies”). At the present time, both rating agen-
cies are equally accepted in the market.

The basic steps in the bond rating process are:

e The rating process is initiated by the advisor or under-
writer by submitting a rating request and copies of rele-
vant documents, including a copy of the preliminary of-
ficial statement (POS) and audited financial statements.

e A conference call takes place between the rating ana-
lyst, issuer staff and the advisor/underwriter.

e The rating analyst prepares a draft report and a recom-
mended rating. Both agencies use a committee process
to determine the actual rating.

e The final rating report is prepared and the rating is re-
leased.

The rating agencies have adopted specific methodologies
for general obligation ratings. The methodologies a series
of factors to create an initial “score” for the bond issue.
Other more qualitative factors are applied to adjust the ini-
tial score and produce the suggested rating.

Bond ratings require ongoing attention, not just at the time
of bond sale. Both rating agencies conduct annual “surveil-
lance” reviews. These reviews gather current information
about the issuer and may be as thorough as the pre-issu-
ance reviews.

CIP and Debt
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City of Loretto
Capital Improvement Plan

Total Capital Outlay by Category/Fund and Source of Funds

2023

2024

Table 5
Page 1 of 2

2025

2026

2027

2028

2029

CIP and Debt

2030

2031

2032

CAPITAL OUTLAY
County Road 19 Watermain Replacement
Equipment and other capital outlay

Fire Station

Future Street Project

Hillview/Meadow Street Improvement
Hillview/Meadow Street Improvements

Lily/Mallard/Pondview Street Improvements
Lorenz/Railway/St. Peter/St. John Street Improvements
Loretto/Church Street Improvements

Mill and Overlay Projects

Other costs for financing

Public Works Building

Sanitary sewer Infiltration and inflow repairs

Sanitary sewer System - wastewater connection

Water treatment plant

1,006,681
82,100

778,113
173,887

35,700
4,300,000

87,100
600,000

2,624,000

15,000

25,000
35,700

35,700

320,000

15,000
500,000
25,000

85,000

171,000
971,000

225,000

55,000

85,000

735,000

Total

2,065,781

4,392,800

3,386,800

95,300

944,600

1,477,000

845,000

SOURCE OF FUNDS FOR CAPITAL OUTLAY
Bond proceeds

Special assessments

Municipal state aid (construction)

Transfer in for capital

Intergovernmental for capital

Subtotal

Cash from Funds

45,300

2,010,000

2,010,000
55,781

4,300,000
4,300,000
92,800

3,305,000

3,305,000
81,800

95,300

845,000

845,000
99,600

54,600

1,400,000

1,400,000
77,000

55,000

755,000

755,000
90,000

Total

45,300

2,065,781

4,392,800

3,386,800

95,300

944,600

54,600

1,477,000

55,000

845,000
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CIP and Debt

Table 5
Page 2 of 2

City of Loretto
Capital Improvement Plan
Total Capital Outlay by Category/Fund and Source of Funds

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
CAPITAL OUTLAY BY FUND
Sanitary Sewer Fund 30,000 40,700 499,491 40,700 78,000 5,000 201,000 5,000 30,000
Storm Water Fund 30,000 203,887 362,532 30,000 30,000 30,000
Water Fund 15300 1,011,681 4,305,000 483,79 5,000 53,000 5,000 176,000 5,000 5,000
Capital Improvements Fund 820,213 47,100 1,425,981 49,600 268,600 44,600 1,070,000 45,000 780,000
Capital Facilities Fund 615,000 515,000
Total 45300 2,065,781 4,392,800 3,386,800 95,300 944,600 54,600 1,477,000 55,000 845,000
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CIP and Debt

Table 6
City of Loretto
Summary of Existing Debt
Actual
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033
Annual Principal
G.0. Bonds - - - - - - - - - - -
G.0. Special Assessments Bonds 50,000 55,000 55,000 60,000 60,000 60,000 60,000 60,000 60,000 65,000 65,000
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 47,000 68,000 69,000 70,000 25,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000
Lease / Loan Payable - - - - - - - - - - - -
Total Principal 47,000 118,000 124,000 125,000 85,000 90,000 90,000 90,000 90,000 90,000 95,000 95,000
Annual Interest
G.0.Bonds - - - - - - - - - - -
G.0. Special Assessments Bonds 14,180 13,543 13,268 12,875 12,365 11,855 11,000 9,800 8,600 7,350 6,050
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 4,481 13,118 11,759 10,528 9,216 8,983 8,728 8,300 7,700 7,100 6,500 5,900
Lease / Loan Payable - - - - - - - - - - - -
Total Interest 4,481 27,298 25,302 23,795 22,091 21,348 20,583 19,300 17,500 15,700 13,850 11,950
Annual Debt Service
G.0. Bonds - - - - - - - - - - -
G.0. Special Assessments Bonds 64,180 68,543 68,268 72,875 72,365 71,855 71,000 69,800 68,600 72,350 71,050
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 51,481 81,118 80,759 80,528 34,216 38,983 38,728 38,300 37,700 37,100 36,500 35,900
Lease / Loan Payable - - - - - - - - - - - -
Total Debt Service 51,481 145,298 149,302 148,795 107,091 111,348 110,583 109,300 107,500 105,700 108,850 106,950
Bonds Outstanding at Year End
G.0. Bonds - - - - - - - - - - - -
G.0. Special Assessments Bonds 920,000 870,000 815,000 760,000 700,000 640,000 580,000 520,000 460,000 400,000 335,000 270,000
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 722,000 654,000 585,000 515,000 490,000 460,000 430,000 400,000 370,000 340,000 310,000 280,000
Lease / Loan Payable - - - - - - - - - - - -
Total Outstanding 1,642,000 1,524,000 1,400,000 1,275,000 1,190,000 1,100,000 1,010,000 920,000 830,000 740,000 645,000 550,000
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CIP and Debt

Table 7
City of Loretto
Summary of Planned New Debt
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033
Annual Principal
G.0. Bonds - - - 20,000 20,000 45,000 45,000 55,000 60,000 95,000
G.0. Special Assessments Bonds - 40,000 40,000 115,000 115,000 120,000 130,000 180,000 195,000 200,000
G.O. TIF Bonds - - - - - - - - - -
G.0. Revenue Bonds - 35,000 35,000 65,000 70,000 75,000 75,000 90,000 90,000 95,000
Lease / Loan Payable - - - - - - - - - -
Total Principal - 75,000 75,000 200,000 205,000 240,000 250,000 325,000 345,000 390,000
Annual Interest
G.0. Bonds - - - 28,316 25,713 59,164 55,144 53,231 51,106 83,424
G.0. Special Assessments Bonds - 34,667 31,200 94,749 86,550 81,775 76,894 120,044 109,863 102,025
G.O. TIF Bonds - - - - - - - - - -
G.0. Revenue Bonds - 70,449 47,000 129,113 100,225 103,461 98,363 116,851 106,263 102,450
Lease / Loan Payable - - - - - - - - - -
Total Interest - 105,116 78,200 252,177 212,488 244,400 230,400 290,126 267,231 287,899
Annual Debt Service
G.0. Bonds - - - 48,316 45,713 104,164 100,144 108,231 111,106 178,424
G.0. Special Assessments Bonds - 74,667 71,200 209,749 201,550 201,775 206,894 300,044 304,863 302,025
G.O. TIF Bonds - - - - - - - - - -
G.0. Revenue Bonds - 105,449 82,000 194,113 170,225 178,461 173,363 206,851 196,263 197,450
Lease / Loan Payable - - - - - - - - - -
Total Debt Service - 180,116 153,200 452,177 417,488 484,400 480,400 615,126 612,231 677,899
Bonds Outstanding at Year End
G.0. Bonds - - 615,000 595,000 1,320,000 1,275,000 1,230,000 1,175,000 1,870,000 1,775,000
G.0. Special Assessments Bonds 800,000 760,000 2,135,000 2,020,000 1,905,000 1,785,000 2,705,000 2,525,000 2,330,000 2,130,000
G.O. TIF Bonds - - - - - - - - - -
G.0. Revenue Bonds 1,210,000 1,175,000 2,415,000 2,350,000 2,380,000 2,305,000 2,580,000 2,490,000 2,400,000 2,305,000
Lease / Loan Payable - - - - - - - - - -
Total Outstanding 2,010,000 1,935,000 5,165,000 4,965,000 5,605,000 5,365,000 6,515,000 6,190,000 6,600,000 6,210,000
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CIP and Debt

Table 8
City of Loretto
Summary of Existing and Planned New Debt Combined
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033
Annual Principal
G.0. Bonds - - - - 20,000 20,000 45,000 45,000 55,000 60,000 95,000
G.0. Special Assessments Bonds 50,000 55,000 95,000 100,000 175,000 175,000 180,000 190,000 240,000 260,000 265,000
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 47,000 68,000 69,000 105,000 60,000 95,000 100,000 105,000 105,000 120,000 120,000 125,000
Lease / Loan Payable - - - - - - - - - - - -
Total Principal 47,000 118,000 124,000 200,000 160,000 290,000 295,000 330,000 340,000 415,000 440,000 485,000
Annual Interest
G.0. Bonds - - - - 28,316 25,713 59,164 55,144 53,231 51,106 83,424
G.0. Special Assessments Bonds 14,180 13,543 47,934 44,075 107,114 98,405 92,775 86,694 128,644 117,213 108,075
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 4,481 13,118 11,759 80,976 56,216 138,095 108,953 111,761 106,063 123,951 112,763 108,350
Lease / Loan Payable - - - - - - - - - - - -
Total Interest 4,481 27,298 25,302 128,911 100,291 273,525 233,070 263,700 247,900 305,826 281,081 299,849
Annual Debt Service
G.0. Bonds - - - - 48,316 45,713 104,164 100,144 108,231 111,106 178,424
G.0. Special Assessments Bonds 64,180 68,543 142,934 144,075 282,114 273,405 272,775 276,694 368,644 377,213 373,075
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 51,481 81,118 80,759 185,976 116,216 233,095 208,953 216,761 211,063 243,951 232,763 233,350
Lease / Loan Payable - - - - - - - - - - - -
Total Debt Service 51,481 145,298 149,302 328,911 260,291 563,525 528,070 593,700 587,900 720,826 721,081 784,849
Bonds Outstanding at Year End
G.0. Bonds - - - - 615,000 595,000 1,320,000 1,275,000 1,230,000 1,175,000 1,870,000 1,775,000
G.0. Special Assessments Bonds 920,000 870,000 1,615,000 1,520,000 2,835,000 2,660,000 2,485,000 2,305,000 3,165,000 2,925,000 2,665,000 2,400,000
G.0. TIF Bonds - - - - - - - - - - - -
G.0. Revenue Bonds 722,000 654,000 1,795,000 1,690,000 2,905,000 2,810,000 2,810,000 2,705,000 2,950,000 2,830,000 2,710,000 2,585,000
Lease / Loan Payable - - - - - - - - - - - -
Total Outstanding 1,642,000 1,524,000 3,410,000 3,210,000 6,355,000 6,065,000 6,615,000 6,285,000 7,345,000 6,930,000 7,245,000 6,760,000
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Capital improvements planned by type of project
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Capital improvements source of funds will include a combination of revenue sources,

including bond proceeds, among other sources
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CIP and Debt

The City is planning to under-
take significant planned street
and utility improvements over
the next decade.

The planned capital improve-
ments are proposed to be fund-
ed from a combination of sourc-
es, including bond proceeds.
The bonds will be repaid from
a combination of sources, in-
cluding tax levy, enterprise rev-
enues, special assessments, and
intergovernmental revenues.
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Source of Revenues for Debt Service

Majority of the revenue comes from property taxes and utility revenues
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CIP and Debt

Debt service will increase as the
City plans to issue bonds to fi-
nance capital improvements.
The source of funds to service
the debt will come from a vari-
ety of sources as shown in Chart
13.
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Total Debt Outstanding Existing and Planned

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

G.0. Revenue Bonds

M G.O. Special
Assessments Bonds

H G.0. Bonds

M Planned New Debt

M Existing Debt

CIP and Debt

Charts 14 and 15 show the
change in planned future total
debt outstanding by year, both
by type of bonds and by planned
new debt issuance and existing
debt.

Total debt outstanding changes
from year to year due to the
amortization (principal repay-
ment) for existing and timing of
issuance of new debt.
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CIP and Debt

The Plan for future debt issu-
ance anticipates that debt for
street improvements will be
repaid over a term of 10 to 15
years. The debt to be issued
for utility improvements for
water and sanitary sewer, in-
cluding plant improvements is
anticipated to be repaid back
over a longer term of 15 to 20
years, depending on the project.
Bonds issued to finance facility
improvements, including a new
fire station and public works
building are anticipated to be
repaid over 20 years.

The City’s debt per capita is high
in comparision to other example
cities in the metro area due to
the relatively small population
size for Loretto in relationship
to the outstanding bonds for the
City.
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FINANCE PLANS

Background

Finance plans have been prepared for the Capital Improve-
ments Fund and the Debt Service Funds, both are reported
as Governmental Funds in the City’s annual financial state-
ments. Finance Plans are included for the Water Fund,
Waste Water (Sanitary Sewer) Fund, and the Stormwater
Fund, the major Enterprise Funds of the City.

Governmental Funds are used to account for most typical
municipal functions of the City. The acquisition, use, and
balances of the City’s expendable financial resources and
the related current liabilities are accounted for through the
Governmental Funds.

Enterprise Funds are used to account for the City’s ongoing
municipal utility operations that are similar to businesses
found in the private sector. These funds are considered
self-supporting in that the services rendered by them are
financed through user charges. The Enterprise Funds are
presented on an accrual basis. There is a recognition of
expenses when incurred and the subsequent amortization
of the deferred outflows. Revenues are recognized when
earned. There is a capitalization of certain expenses and
the subsequent depreciation of the capitalized costs. For
the Enterprise Funds there are accruals of revenues earned
and expenses incurred.

Assumptions for Planning

The general assumptions used to develop the finance plans,
across all of funds, including the Governmental Funds and
the Enterprise Funds are as follows:

e Annual property tax revenues are projected to be at a
level sufficient to fund cash flow requirements and to

maintain sufficient fund balance levels per City Policy.
Annual investment income rate of 0.5%.

Non-personnel costs for materials and supplies, and
other operating costs including professional services
are estimated to increase by 2.0% annually.

Personnel costs are estimated to increase by 3.0% an-
nually.

Rate charges for water, sanitary sewer, and stormwa-
ter services are planned to increase at levels to provide
sufficient revenue to support these services. Details on
proposed rates can be found in the summary of the fi-
nancial plans for the Water Fund, Sanitary Sewer Fund,
and the Stormwater Fund that follow, and in the Ap-
pendix.

Capital outlay is assumed to occur in the amounts and
timing as included in the CIP section of this Plan.

Finance Plans
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DEBT SERVICE FUNDS

The Debt Service Fund includes the combined funds used to
account for all of the City’s governmental debt service. The
City’s Series 2021A is the only outstanding bond issue re-
ported in the debt service funds. The City’s 2006 PFA Note
is accounted for within the Enterprise Funds.

At the end of 2022, the estimated reported total general
obligation bonds payable was $1,642,000, inclusive of gov-
ernmental and enterprise-related debt.

The year-end cash balance in Debt Service Funds will fluctu-
ate due to the timing of collection of revenue, such as tax
levy in the year prior to debt service payments coming due.

For general obligation bonds, the City is required to have
funds available in the respective debt service funds equal to
105% of the debt service payments coming due. Year-end
cash balances in the Governmental Funds may include cash
from collection of special assessments and tax levy in cur-
rent year to pay the following February 1st debt payments,
for example. The City receives tax settlements from the
County in June and December of each year. The first half
tax settlement is available to cover August debt payments
and the second tax settlement is available to cover Febru-
ary payments, for example.

Revenue

The Debt Service Funds are projected to include the follow-
ing sources of revenue: special assessments, interest in-
come, and property tax levy, and, from time to time, bond
proceeds for any capitalized interest funds.

The Plan anticipates the issuance of general obligation
bonds in 2024, 2026, 2028, 2030 and 2032.

Debt to be issued that is supported from utility revenues is
to be accounted for in the Enterprise Funds and not within
the Debt Service Funds of the City.

Debt accounted for in the Debt Service Funds includes only
debt to be supported by general governmental revenues,
including tax levy, and special assessments.

Expenditures

The use of funds is for the payment of debt, including prin-
cipal and interest payments and other fees related to debt.

Transfers

There is no anticipated transfers in or out of the Debt Ser-
vice Funds.

Balance Sheet

Ending cash balance in the Debt Service Funds is projected
to be sufficient to meet all debt obligations when due.

Finance Plans
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Finance Plans

Use of funds to pay debt ser-
vice is projected to come from
a combination of property tax
revenue, other non-property
tax revenue, including special
assessments, and interest on in-
vestments.

Beginning in 2021, the Plan an-
ticipates the collection of tax
levy and special assessments
(non--property tax revenue) for
the payment of debt service.
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Finance Plans

Table 9
Page 1of 1
City of Loretto
Finance Plan
Debt Service Funds
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Revenues
Property taxes (current ad valorem) - 57,333 55,503 55,214 71,242 109,866 206,589 251,042 282,166 305,334 365,397 383,572
Special assessments - 46,202 19,768 19,375 44,316 43,123 41,931 84,957 82,291 79,624 76,958 107,104
Investment income - 924 - - - 1,180 1,245 1,457 1,667 1,732 1,951 2,169
Other miscellaneous - - - - - - - - - - - -
Transfer in other - - - - - - 15,000 15,000 15,000 15,000 15,000 15,000
Bond proceeds - - - - - - - - - - - -
Total Revenues - 104,459 75,271 74,589 115,558 154,169 264,765 352,456 381,123 401,690 459,306 507,845
Expenditures
Principal payments - - (61,840) 55,000 95,000 100,000 195,000 195,000 225,000 235,000 295,000 320,000
Interest payments - (14,517) (6,840) 13,543 47,934 44,075 135,430 124,118 151,939 141,838 181,875 168,319
Total Expenditures - (14,517) (68,680) 68,543 142,934 144,075 330,430 319,118 376,939 376,838 476,875 488,319
Net Change in Fund Balances - 118,976 143,951 6,046 (27,376) 10,094 (65,665) 33,339 4,185 24,853 (17,569) 19,526
Ending Fund Balance - 118,976 262,927 268,973 241,597 251,691 186,026 219,365 223,550 248,403 230,833 250,359
Assets
Cash and investments - 118,976 262,927 83,430 241,597 251,692 186,026 219,365 223,550 248,403 230,833 250,359

Restricted cash and investments - - - - - - - - - - - -
Taxes receivable - - - - - - - R - R _ R
Special assessments receivable - - - 385,543 357,938 684,082 632,892 581,703 530,514 741,825 673,135 604,446
Due from other funds - - - - - - - R - R - R
Due from other governments - - - - - - - - - R - R
All other receivables and prepaids - - - - - - - - - R - R

Total Assets - 118,976 262,927 468,973 599,535 935,773 818,918 801,068 754,064 990,228 903,968 854,805

Liabilities
Due to other governments - - - - - - - R - R - R
Due to other funds - - - - - - R R - R _ R
Unearned revenue - - - - - - - R - R _ R
All other payables - - - - - - - - - R - R

Deferred inflows of resources - - - 200,000 357,938 684,082 632,892 581,703 530,514 741,825 673,135 604,446
Total Liabilities and deferred inflows - - - 200,000 357,938 684,082 632,892 581,703 530,514 741,825 673,135 604,446
Fund Balance - 118,976 262,927 268,973 241,597 251,691 186,026 219,365 223,550 248,403 230,833 250,359

Total Liabilities, deferred inflows of
resources, and fund balance - 118,976 262,927 468,973 599,535 935,773 818,918 801,068 754,064 990,228 903,968 854,805
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CAPITAL IMPROVEMENTS FUND

The Capital Improvements Fund is used to account for the
capital costs for improvement of streets, including utilities
within the street right-of-way.

Revenues

The source of revenues comes from a combination of sourc-
es, including property tax, intergovernmental, among other
sources. Special assessments levied against benefited prop-
erty that are pledged to bonds issued to finance infrastruc-
ture, such as street improvements, are not recorded to the
Capital Improvements Fund.

Special assessments pledged to bonds are to be deposited
directly in the Debt Service Funds. There is no future special
assessments revenue projected for the Capital Improve-
ments Fund. Planned revenue from collection of special as-
sessments to pay a portion of the street improvement proj-
ect costs will be recorded to the Debt Service Funds.

The Plan does not anticipate the levying of property taxes
for the deposit into the Capital Improvements Fund at this
time.

Bond proceeds from issuance of bonds to finance street
improvements and facility improvements will be deposited
into the Fund. To provide sufficient cash, bonding is antici-
pated in 2024, 2026, 2028, 2030, and 2032 to pay for street
improvements, not including the utilities portion of the
projects, and facility improvements. Facility improvements
includes the City’s share of a new fire station in 2026 and a
public works facility in 2028.

Expenditures

The expenditures of funds (capital outlay) includes engi-

neering, construction, and all other costs related to street
improvement projects.

The respective portion of street improvements that are for
construction of utility improvements are to be paid directly
from the Water Fund and the Sanitary Sewer Fund and are
not recorded as an expenditure of the Capital Improve-
ments Fund (a Governmental Fund).

Transfers

There are no transfers in or out projected for this Fund.

Balance Sheet

Ending annual cash balance is projected to remain fairly
constant over the planning period.

Accounts receivable and payable are projected to also re-
main fairly constant at historical levels.

Finance Plans
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Finance Plans

The financial plan for the Street
Improvements Project Fund pro-
vides for an increase in cash bal-
ance over time to be used to pay
for future projects not yet pro-
grammed in the CIP.

Bonding is anticipated in 2024
2026, 2028, 2030 and 2032.
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Finance Plans

Table 10
Pagelof1
City of Loretto
Finance Plan
Capital Improvements Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Revenues
Property taxes (current ad valorem) - - - 42,100 47,100 47,100 49,600 44,600 44,600 45,000 45,000 -
Investment income 1,082 6,404 - 2,879 3,127 3,158 3,551 3,586 3,682 3,719 4,006 4,046
Other miscellaneous 117,510 57 - - - - - - - - - -
Proceeds from sale of assets 9,290 - - - - - - - - - - -
Transfer in for capital 37,000 79,500 - - - - - - - - - -
Intergovernmental for capital - 350,000 - - - - - - - - - -
Bond proceeds - - - 800,000 - 1,415,000 - 230,000 - 1,050,000 - 755,000
Total Revenues 164,882 435,961 - 844,979 50,227 1,465,258 53,151 278,186 48,282 1,098,719 49,006 759,046
Expenditures
Transfer out for capital 34,838 - - - - - - - - - - -
Capital outlay 280,511 328,778 - 820,213 47,100 1,425,981 49,600 268,600 44,600 1,070,000 45,000 780,000
Total Expenditures 315,349 328,778 - 820,213 47,100 1,425,981 49,600 268,600 44,600 1,070,000 45,000 780,000
Net Change in Fund Balances (150,467) 107,183 - 24,766 3,127 39,277 3,551 9,586 3,682 28,719 4,006 (20,954)
Beginning Fund Balance 331,176 180,709 287,892 287,892 312,658 315,784 355,061 358,612 368,198 371,880 400,599 404,605
Changes and adjustments to prior period - - - - - - - - - - - -
Ending Fund Balance 180,709 287,892 287,892 312,658 315,784 355,061 358,612 368,198 371,880 400,599 404,605 383,651
Assets
Cash and investments 220,709 317,892 287,892 312,658 315,784 355,061 358,612 368,198 371,880 400,599 404,605 383,651
Restricted cash and investments - - - - - - - - - - - -
Taxes receivable - - - - - - - - - - - -
Special assessments receivable - - - - - - - - - - - -
Due from other funds - - - - - - - - - - - _
Due from other governments - - - - - - - - - - - -
All other receivables and prepaids - - - - - - - - - - - -
Total Assets 220,709 317,892 287,892 312,658 315,784 355,061 358,612 368,198 371,880 400,599 404,605 383,651
Liabilities
Due to other governments - - - - - - - - - - - _
Due to other funds 40,000 30,000 - - - - - - - - - -
Unearned revenue - - - - - - - - - - - -
All other payables - - - - - - - - - - - _
Deferred inflows of resources - - - - - - - - - - - -
Total Liabilities and deferred inflows 40,000 30,000 - - - - - - - - - -
Fund Balance 180,709 287,892 287,892 312,658 315,784 355,061 358,612 368,198 371,880 400,599 404,605 383,651
Total Liabilities, deferred inflows of
resources, and fund balance 220,709 317,892 287,892 312,658 315,784 355,061 358,612 368,198 371,880 400,599 404,605 383,651
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CAPITAL FACILITIES FUND

The Capital Facilities Fund is proposed to be a new fund to
account for facility improvements. This include the con-
struction and maintenance of facilities.

Revenues

The source of revenue is anticipated to come from bond
proceeds from bonds to be issued to finance the City’s
share of the cost of a new fire station and the issuance of
bonds to finance a new public works facility.

Expenditures

The expenditures of funds (capital outlay) includes engi-
neering, construction, and all other costs related to the fa-
cility improvements.

Transfers

There are no transfers in our out projected for this Fund.

Balance Sheet

The Capital Facilities Fund is not projected to maintain a
cash balance or other assets and liabilities. Depending on
the timing of the issuance of bonds and completion of proj-
ects balances may carryforward between multiple years.

Finance Plans

36



$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

S0

Chart 23
Capital Facilities Fund
Revenues and Use of Funds

[ Bond proceeds

Non property tax

revenue

|
1|
]

SV

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Finance Plans

The Capital Facilities Fund is not
projected to maintain an ending
fund balance or cash balance.
This is because the Plan antici-
pates the issuance of bonds and
expenditure of the bond pro-
ceeds in the same year.
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Finance Plans

Table 11
Page 1of 1
City of Loretto
Finance Plan
Capital Facilities Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Revenues
Property taxes (current ad valorem) - - - - - - - - - - - -
Bond proceeds - - - - - 615,000 - 515,000 - - - -
Total Revenues - - - - - 615,000 - 515,000 - - - -
Expenditures
Capital outlay - - - - - 615,000 - 515,000 - - - -
Total Expenditures - - - - - 615,000 - 515,000 - - - -

Net Change in Fund Balances

Changes and adjustments to prior period

Ending Fund Balance

Assets
Cash and investments
Restricted cash and investments
Taxes receivable
Special assessments receivable
Due from other funds
Due from other governments
All other receivables and prepaids

Total Assets

Liabilities
Due to other governments
Due to other funds
Unearned revenue
All other payables
Deferred inflows of resources

Total Liabilities and deferred inflows

Fund Balance

Total Liabilities, deferred inflows of

resources, and fund balance
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WATER FUND

The Water Fund was established as an Enterprise Fund
to account for the costs of providing municipal water ser-
vices to residents and businesses. The Fund is considered
self-supporting in that the services rendered are financed
through charges for sales.

The Water Fund is presented on an accrual basis. There is a
recognition of expenses when incurred and the subsequent
amortization of the deferred outflows. Revenues are recog-
nized when earned. There is a capitalization of certain ex-
penses and the subsequent depreciation of the capitalized
costs. There are accruals of revenues earned and expenses
incurred.

Revenues

The major revenue sources are charges for services, other
revenues include penalties and interest, and investment in-
come.

The schedule of planned fees and charges upon which the
finance plan for the Water Fund is based are included in the
Appendix.

There is no future growth from development that will im-
pacts the projection of operating and non-operating rev-
enue for the Water Fund.

The Plan is based on annual fee increases, across all fees, as
follows (see Appendix for detailed fee schedule):

e 5% increase in 2024-2026, and 3% annual increases for
years 2027-2032, .

Based on projected revenues and expenses, the Water Fund
will maintain adequate cash balance over the planning pe-
riod. For purposes of the Plan, the revenue objective for

the Water Fund focused on providing revenue sufficient to
achieve ending year-end cash balance to cover the follow-
ing purposes:

e Three-months of operating expense
¢ Following year debt service payments

¢ Following year capital acquisition (planned to be paid
from cash)

e Reserves for future capital improvements and other re-
serve purposes

The Plan projects that current revenues and cash in the
fund will not be sufficient to pay for planned acquisitions
and improvements on a pay-go basis, bond issuance is
anticipated to finance water improvements undertaken
as part of street improvements, and for other system and
plant improvements that are planned.

Expenses

Expenses includes operations, capital, and interest expense
on debt, and depreciation of capital assets.

Approximately half of the Water Fund expenses are estimat-
ed to be fixed costs. This percentage fluctuates from year to
year. Fixed expenses for personnel costs are projected to
increase by 3.0% annually. Variable operating expenses are
projected to remain fairly consistent with annual inflation-
ary adjustments only at 2.0%.

Depreciation is reported as an expense and is adjusted for
anticipated annual depreciable capital acquisitions. New
capital is depreciated over a 50 year term in the Plan.

The Plan does not include any carryforward (encumbranc-
es) from prior years.

Annual debt service payments on bonds issued to finance
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water improvements are supported by net revenues of the
Water Fund. The Water Fund pays debt service in the ap-
proximate amount of $55,000 annually on the following
outstanding general obligation (G.0.) bonds:

e G.0. Water Revenue Note, Series 2006
e G.O.Improvement Bonds, Series 2021A

Future bond issuance is anticipated in the Plan to finance
planned future water infrastructure improvements.

Transfers

There are no transfers in or out of the Fund anticipated.

Balance Sheet

Reported receivables and payable are projected to remain
at historic amounts during the planning period.

The Plan anticipates ending cash balances to increase be-
tween 2023-2032. Increasing from $289,417 at year-end
2023 to an estimated approximate $363,425 by year end
2032.
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Water Fund

Cash is projected to be sufficient to meet targets for minimum balances and for reserve for
future capital improvements not yet programmed in the CIP
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Water Fund
Revenues are projected to cover expense, including depreciation for assets, and revenues in
excess of expenses and payment of debt are reserved for future capital improvements
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Water Fund
Ending Unrestricted Net Position as % of expense is projected to be at or above 50%
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Water Fund
Customers and volume billed are projected to remain flat
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Table 12
Page 1 of 2
City of Loretto
Finance Plan
Water Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Revenues
Charges for services 233,601 246,396 209,600 257,694 270,448 283,840 292,277 300,966 309,917 319,136 328,632 338,412
Capital contributions - 49,295 - - - - - - - - - -
Special assessments - - - - - - - - - - - -
Access charges - - - - - - - - - - - _
Capital contributions - - - - - - - - - - - -
Penalities and interest on penalties - - 1,000 1,020 1,040 1,061 1,082 1,104 1,126 1,149 1,172 1,195
Miscellaneous revenue - - - - - - - - - - - -
Intergovernmental revenue - - 2,530 - - - - - - - - -
Other revenue - - 28,000 - - - - - - - - -
Transfer in other - - - - - - - - - - - -
Transfer in for capital - - - - - - - - - - - _
Intergovernmental revenue for capital - - - - 4,300,000 - - - - - - -
Investment income 924 3,320 2,000 1,447 1,360 1,160 1,422 1,414 1,475 1,533 1,655 1,707
Total Revenues 234,525 299,011 243,130 260,161 4,572,848 286,061 294,781 303,485 312,518 321,818 331,458 341,314
Expenses
Fixed Expenses
Personal services 42,723 53,349 52,160 53,725 55,337 56,997 58,707 60,468 62,282 64,150 66,075 68,057
Personnel services - Non Union - - - - - - - - - - - -
Personnel services -Union - - - - - - - - - - - -
New Non Union FTE added - - - - - - - - - - - -
New Union FTE added - - - - - - - - - - - _
Depreciation 27,811 28,268 28,378 48,612 134,712 144,388 144,488 145,548 145,648 149,168 149,268 149,368
Subtotal Fixed Expenses 70,534 81,617 80,538 102,336 190,048 201,384 203,194 206,015 207,929 213,318 215,342 217,425
Variable Expenses
Materials and supplies 10,911 13,416 15,040 15,341 15,648 15,961 16,280 16,605 16,937 17,276 17,622 17,974
Other services and charges 92,872 58,523 76,200 77,724 79,278 80,864 82,481 84,131 85,814 87,530 89,280 91,066
Utilities - - - - - - - - - - - -
Transfer out to debt service for facilities 6,675 - - - - - - - - - - -
Transfer out for capital - - - - - - - - - - - -
Interest and amortization expense 19,949 10,051 9,820 8,667 67,429 46,404 77,369 65,629 66,718 63,524 72,125 66,212
MCES flow charge - - - - - - - - - - - _
Other expense 2 - - - 40,000 - - - - - - - _
Est Operating Increases for Plant - - - - - - - - - - - -
Encumbrance (budget amendment) - - - - - - - - - - - -
Subtotal Variable Expenses 130,407 81,990 101,060 141,732 162,355 143,228 176,130 166,365 169,469 168,330 179,027 175,252
Total Expenses 200,941 163,607 181,598 244,068 352,403 344,613 379,324 372,380 377,398 381,648 394,369 392,677
Beginning net position 490,922 524,506 659,910 721,442 737,535 4,957,980 4,899,429 4,814,886 4,745,990 4,681,110 4,621,280 4,558,369
Change in Net Position 33,584 135,404 61,532 16,093 4,220,445 (58,551) (84,543) (68,896) (64,880) (59,830) (62,911) (51,363)
Prior period adjustments and other changes - - - - - - - - - - - -
Ending net position 524,506 659,910 721,442 737,535 4,957,980 4,899,429 4,814,886 4,745,990 4,681,110 4,621,280 4,558,369 4,507,007
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Table 12
Page 2 of 2
City of Loretto
Finance Plan
Water Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Assets and Deferred Outflow of Resources
Cash and investments 154,827 228,663 289,417 271,941 232,097 284,424 282,833 294,948 306,680 330,981 341,379 363,425
Cash and cash equivalents - - - - - - - - - - - -
Due from other governments 40,000 30,000 - - - - - - - - - -
Special assessments receivable - - - - - - - - - - - -
Other current assets / receivables 18,781 59,055 45,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
Capital assets 1,337,346 1,353,781 1,359,281 2,370,962 6,675,962 7,159,758 7,164,758 7,217,758 7,222,758 7,398,758 7,403,758 7,408,758
Less Accumulated depreciation (340,110) (368,378) (396,756) (445,368) (580,079) (724,467) (868,954)  (1,014,502)  (1,160,149) (1,309,317)  (1,458,584)  (1,607,952)
Deferred outflows of resources 16,289 12,913 15,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000
Total Assets and Deferred Outflows 1,227,133 1,316,034 1,311,942 2,220,535 6,350,980 6,742,715 6,601,636 6,521,204 6,392,288 6,443,422 6,309,552 6,187,231
Liabilities and Deferred Inflow of Resources
Other current liabilities / payables 71,074 71,216 71,500 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000 8,000
Bonds payable 584,000 537,000 474,000 1,440,000 1,350,000 1,800,286 1,743,750 1,732,214 1,668,178 1,779,142 1,708,183 1,637,224
Unamortized bond premium 5,666 5,383 - - - - - - - - - -
Other non-current liabilities 21,834 41,937 35,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000
Deferred inflows of resources 20,053 588 10,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Total Liabilities and Deferred Inflows 702,627 656,124 590,500 1,483,000 1,393,000 1,843,286 1,786,750 1,775,214 1,711,178 1,822,142 1,751,183 1,680,224
Total Liabilities, Deferred Inflows, and Net Position 1,227,133 1,316,034 1,311,942 2,220,535 6,350,980 6,742,715 6,601,636 6,521,204 6,392,288 6,443,422 6,309,552 6,187,231
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Table 13
City of Loretto
Ending Cash Balance
Water Fund
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Use of Cash
Operations & Maintenance 143,400 186,790 150,263 153,821 157,468 161,204 165,033 168,956 172,977 177,097
Capital Acquisition 5,500 1,011,681 4,305,000 483,796 5,000 53,000 5,000 176,000 5,000 5,000
Interfund Transfers - - - - - - - - - -
Debt Service 72,820 72,667 157,429 86,404 133,905 127,165 130,754 127,560 143,083 137,171
Total Use of Cash 221,720 1,271,138 4,612,692 724,021 296,373 341,369 300,787 472,517 321,060 319,268
Source of Cash
Water Charges for Service and Sales 209,600 257,694 270,448 283,840 292,277 300,966 309,917 319,136 328,632 338,412
Development Charges - - - - - - - - - -
Other Revenues 33,530 2,467 4,302,400 2,222 2,505 2,518 2,601 2,682 2,827 2,902
Bond Proceeds - 1,030,000 - 490,286 - 50,000 - 175,000 - -
Interfund Transfers - - - - - - - - - -
Total Source of Cash 243,130 1,290,161 4,572,848 776,348 294,781 353,485 312,518 496,818 331,458 341,314
Net Change in Other Assets and Liabilities 39,344 (36,500) - - - - - - - -
Change in Cash Balance 60,754 (17,476) (39,843) 52,327 (1,591) 12,116 11,731 24,301 10,398 22,046
Beginning Cash Balance 228,663 289,417 271,941 232,097 284,424 282,833 294,948 306,680 330,981 341,379
Projected Ending Cash (as of December 31st) 289,417 271,941 232,097 284,424 282,833 294,948 306,680 330,981 341,379 363,425
Ending Cash by Purpose
For future capital improvements 175,604 147,576 32,103 154,565 104,561 122,482 129,667 156,181 150,051 171,980
For following year pay-go capital 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 10,000
For 3-months of operating cash 35,850 46,697 37,566 38,455 39,367 40,301 41,258 42,239 43,244 44,274
For following year debt service 72,963 72,667 157,429 86,404 133,905 127,165 130,754 127,560 143,083 137,171
Projected Ending Cash (as of December 31st) 289,417 271,941 232,097 284,424 282,833 294,948 306,680 330,981 341,379 363,425

Note: Cash balances include cash and investments.
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Table 14
City of Loretto
Customers and Charges for Services
Water Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Billing Units
Residential 231 231 231 231 231 231 231 231 231 231 231 231
Commercial 30 30 30 30 30 30 30 30 30 30 30 30
Other 2 2 2 2 2 2 2 2 2 2 2 2
Sprinkler 6 6 6 6 6 6 6 6 6 6 6 6
Total 269 269 269 269 269 269 269 269 269 269 269 269
Water Volume Billed (in thousands of gallons)*
Residential 11,916 11,327 11,327 11,327 11,327 11,327 11,327 11,327 11,327 11,327 11,327 11,327
Commercial 3,313 3,076 3,076 3,076 3,076 3,076 3,076 3,076 3,076 3,076 3,076 3,076
Other - - - - - - - - - - - -
Sprinkler 613 468 468 468 468 468 468 468 468 468 468 468
Total 15,842 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871 14,871

*Does not include water volume for customers that did not exceed the minimum 4,000 gallons per month.

Revenue from Non-Volume Basis

Residential $64,175 $71,810 $76,003 $79,691 $83,563 $87,629 $90,190 $92,829 $95,546 $98,345  $101,228  $104,198
Commercial $10,536 $10,123 $10,707 $11,228 $11,775 $12,349 $12,711 $13,083 $13,467 $13,862 $14,269 $14,689
Other $644 $707 $747 $784 $822 $862 $887 $913 $940 $968 $996 $1,026
Sprinkler $1,497 $2,120 $2,242 $2,351 $2,466 $2,586 $2,662 $2,740 $2,821 $2,904 $2,989 $3,077
Total $76,852 $84,760 $89,699 $94,054 $98,626  $103,426  $106,450 $109,566  $112,774  $116,079  $119,483  $122,989

Revenue from Volume Basis

Residential $108,078 $112,894 $118,707 $124,642 $130,874 $137,418 $141,541 $145,787 $150,161 $154,665 $159,305 $164,084
Commercial $30,049 $30,698 $32,236 $33,848 $35,541 $37,318 $38,437 $39,590 $40,778 $42,001 $43,262 $44,559
Other $0 NJ $0 S0 S0 S0 S0 S0 S0 S0 NJ NJ
Sprinkler 45,560 $4,671 $4,905 $5,150 $5,407 $5,678 $5,848 $6,024 $6,204 $6,390 $6,582 $6,780
Total $143,687 $148,263 $155,848 $163,640 $171,823 $180,414 $185,826 $191,401 $197,143 $203,057 $209,149 $215,423

Total Charges for Services Unadjusted $220,539 $233,023 $245,547 $257,694 $270,448 $283,840 $292,277 $300,966 $309,917 $319,136 $328,632 $338,412
Adjustments / other changes 1 $13,062 $13,373 -535,947

Total Charges for Services $233,601 $246,396 $209,600 $257,694 $270,448 $283,840 $292,277 $300,966 $309,917 $319,136 $328,632 $338,412

Notes:

1. The Adjustments/other changes is the difference between how the Study calculated revenue for 2021-2023 compared to revenue reported in the City's audited financial statements and budget documents.
The difference may come from adjustments to bills that are not built into the model for the Study or other adjusting entries made by the City. The adjustments are not considered to be on-going. The Study
assumes that future adjustments will be minimal and not have a material impact on the future revenue projections.

2. Revenue from Non-Volume Basis includes the minimum charge for customers with volume under 4,000 per month and the monthly charge for depreciation.
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Table 15
City of Loretto
Capital Improvement Plan (CIP)
Water Fund
Current Year
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Capital Outlay
Transfer out for capital - - - - - - - - - -
Acquisition of capital assets 5,500 1,011,681 4,305,000 483,796 5,000 53,000 5,000 176,000 5,000 5,000
Total Capital Outlay 5,500 1,011,681 4,305,000 483,796 5,000 53,000 5,000 176,000 5,000 5,000
Source of Funds -
Bond proceeds 1,030,000 - 490,286 - 50,000 - 175,000 - -
Intergovernmental revenue for capital - - 4,300,000 - - - - - - -
Transfer in for capital - - - - - - - - - -
Current revenue / use of cash in fund 5,500 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Total Source of Funds 5,500 1,035,000 4,305,000 495,286 5,000 55,000 5,000 180,000 5,000 5,000

Note: Acquisition of capital assets includes cost of issuancing bonds, if bonds are planned.
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Table 16
City of Loretto
Net Capital Assets and Calculation of Depreciation
Water Fund
Prior Year Prior Year Current Year Projected
Actual Actual
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Balance of Capital Assets and Depreciation
Capital assets 1,337,346 1,353,781 1,359,281 2,370,962 6,675,962 7,159,758 7,164,758 7,217,758 7,222,758 7,398,758 7,403,758 7,408,758
Less Accumulated depreciation 340,110 368,378 396,756 445,368 580,079 724,467 868,954 1,014,502 1,160,149 1,309,317 1,458,584 1,607,952
Net capital assets 997,236 985,403 962,525 1,925,594 6,095,883 6,435,291 6,295,804 6,203,256 6,062,609 6,089,441 5,945,174 5,800,806
Acquisition of capital assets 386,652 16,465 5500 1,011,681 4,305,000 483,796 5,000 53,000 5,000 176,000 5,000 5,000
Depreciation 27,811 28,268 28,268 28,378 48,612 134,712 144,388 144,488 145,548 145,648 149,168 149,268
Allowance for depreciation on new assets 110 20,234 86,100 9,676 100 1,060 100 3,520 100 100
Total increase in allowance for depreciation 27,811 28,268 28,378 48,612 134,712 144,388 144,488 145,548 145,648 149,168 149,268 149,368
Change in net capital assets 358,841 (11,803)  (22,878) 963,069 4,170,288 339,408  (139,488)  (92,548)  (140,648) 26,832 (144,268)  (144,368)

* Number of years new assets depreciated over:

50 years

** For purposes of the Plan, acquisition of capital assets does not account for capital asset improvements undertaken as part of street improvements.
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SANITARY SEWER FUND

The Sanitary Sewer Fund was established as an Enterprise
Fund to account for the costs of providing municipal sani-
tary sewer services, including for the water reclamation
plant. The Fund is considered self-supporting in that the
services rendered are financed through user charges.

The Sanitary Sewer Fund is presented on an accrual basis.
There is a recognition of expenses when incurred and the
subsequent amortization of the deferred outflows. Rev-
enues are recognized when earned. There is a capitalization
of certain expenses and the subsequent depreciation of the
capitalized costs. For the Sanitary Sewer Fund there are ac-
cruals of revenues earned and expenses incurred.

Revenues

The major revenue sources are charges for services, other
revenues include penalties and interest, and investment in-
come.

The schedule of planned fees and charges upon which the
finance plan for the Sanitary Sewer Fund is based are in-
cluded in the Appendix.

There is no future growth from development that will im-
pacts the projection of operating and non-operating rev-
enue for the Sewer Fund.

The Plan is based on annual fee increases, across all fees, as
follows (see Appendix for detailed fee schedule):

e 15% increase in 2024, and 20% increase in 2025, 15%
annual increase in years 2026-2028, and 5% annual in-
creases in years 2029-2032.

e Based on projected revenues and expenses, the Sewer
Fund will achieve an adequate cash balance by the end

of the planning period, with years 2026-2029 falling be-
low the target for ending cash, which is calculated as
follows:

e Three-months of operating expense
¢ Following year debt service payments

¢ Following year capital acquisition (planned to be paid
from cash)

e Reserves for future capital improvements and other re-
serve purposes

The Plan projects that current revenues and cash in the
fund will not be sufficient to pay for planned and improve-
ments on a pay-go basis. Bond issuance is anticipated to
finance sewer improvements undertaken as part of street
improvements, and for other system and plant improve-
ments that are planned.

Expenses

Expenses includes operations, capital, and interest expense
on debt, and depreciation of capital assets.

Approximately half of the Sanitary Sewer Fund expenses
are estimated to be fixed costs. This percentage fluctuates
from year to year. Fixed expenses for personnel costs are
projected to increase by 3.0% annually. Variable operating
expenses are projected to remain fairly consistent with an-
nual inflationary adjustments only at 2.0%, with an excep-
tion for the flow charges from the MCES. Flow charges paid
to the MCES are projected to increase to $55,000 in 2024
and by 5.0% annually thereafter.

Depreciation is reported as an expense and is adjusted for
anticipated annual depreciable capital acquisitions. New
capital is depreciated over a 50 year term in the Plan.

The Plan does not include any carryforward (encumbranc-
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es) from prior years.

There is no outstanding debt supported by revenues from
the Sanitary Sewer Fund. Future bond issuance is anticipat-
ed in the Plan to finance planned future water infrastruc-
ture improvements.

Transfers

There are no transfers in or out of the Fund anticipated.

Balance Sheet

Reported receivables and payable are projected to remain
at historic amounts during the planning period.

The Plan anticipates ending cash balances to decrease be-
tween 2023-2032, from $283,818 at year-end 2023 to an
estimated approximate $234,960 by year end 2032.

The Sewer Fund is anticipated to fall below the target of
maintaining an unrestricted net position as a percentage of
expense of at least 50% from years 2025-2031. Given the
uncertainty of timing of future project costs and the pro-
jected position of this fund by the end of the planning peri-
od, it is anticipated that the rate increases will be sufficient
for the Sewer Fund.

Finance Plans
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Chart 28 Chart 29
Sanitary Sewer Fund Sanitary Sewer Fund
Cash is projected to be sufficient to meet targets for minimum balances and for reserve for Ending Unrestricted Net Position as % of expense is projected to be at or above 50%
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City of Loretto
Finance Plan
Sanitary Sewer Fund

2021
Actual

2022
Actual

2023
Budget Year

2024
Proj

Table 17
Page 1 of 2

2025
Proj

2026
Proj

2027
Proj

2028
Proj

2029
Proj

2030
Proj

Finance Plans

2031
Proj

2032
Proj

Revenues
Charges for services 185,352
Charges for sales -
Capital contributions 432,930
Special assessments -
Access charges -
Capital contributions -
Penalities and interest on penalties -
Miscellaneous revenue -
Intergovernmental revenue -
Other revenue -
Transfer in other -
Transfer in for capital -
Intergovernmental revenue for capital -
Investment income 1,416

186,142

192,280

198,198

237,838

273,513

764

314,540

361,721

379,807

398,798

552

418,737

439,674

Total Revenues 619,698

Expenses

Fixed Expenses

Personal services 66,909

Personnel services - Non Union -

Personnel services -Union -

New Non Union FTE added -

New Union FTE added -

Depreciation 12,048
Subtotal Fixed Expenses 78,957

Variable Expenses
Materials and supplies 15,358
Other services and charges 36,488
Utilities -
Transfer out to debt service for facilities 3,166
Transfer out for capital -
Interest and amortization expense 7,007
MCES flow charge -
Encumbrance (budget amendment) -
Subtotal Variable Expenses 62,019

52,598
126,999

7,095
113,060

2,871

123,026

52,968
126,278

11,245
102,300

3,155
18,462

135,162

53,568
129,077

11,470
104,346

3,093
55,000

173,908

54,382
132,157

11,699
106,433

3,068
57,750

178,950

275,339

64,372
144,480

11,933
108,562

3,013
60,638

184,145

316,116

82,511

65,186
147,697

12,172
110,733

32,023
63,669

218,597

66,746
151,732

12,415
112,947

22,361
66,853

214,577

66,846
154,382

12,664
115,206

24,841
70,195

222,907

400,499

70,866
161,028

12,917
117,511

23,097
73,705

227,230

70,966
163,833

13,175
119,861

33,146
77,391

243,573

71,566
167,219

13,439
122,258

28,690
81,260

245,647

Total Expenses 140,976

Beginning net position 892,263
Change in Net Position 478,722
Prior period adjustments and other changes

250,025

1,370,985
40,052

261,440

1,411,037
(66,660)

302,986

1,344,377
(102,349)

311,106

1,242,028
(71,152)

328,624

1,170,877
(53,286)

366,294

1,117,591
(50,178)

366,309

1,067,413
(3,221)

377,289

1,064,191
3,982

388,257

1,068,174
12,241

407,405

1,080,415
13,227

412,866

1,093,642
28,974

Ending net position 1,370,985

1,411,037

1,344,377

1,242,028

1,170,877

1,117,591

1,067,413

1,064,191

1,068,174

1,080,415

1,093,642

1,122,616
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Table 17
Page 2 of 2
City of Loretto
Finance Plan
Sanitary Sewer Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj

Assets and Deferred Outflow of Resources
Cash and investments 300,188 316,314 283,818 215,328 152,859 98,655 52,511 67,584 110,460 144,615 194,114 234,960

Cash and cash equivalents - - -
Due from other governments - - R
Special assessments receivable - - -

Other current assets / receivables 15,121 44,877 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000 35,000
Capital assets 1,398,112 1,404,067 1,422,567 1,452,567 1,493,267 1,992,758 2,033,458 2,111,458 2,116,458 2,317,458 2,322,458 2,352,458
Less Accumulated depreciation (63,733)  (116,331)  (169,299)  (222,867)  (277,249)  (341,621)  (406,807)  (473,552)  (540,398)  (611,264)  (682,230)  (753,796)
Deferred outflows of resources 22,917 18,083 25,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000
Total Assets and Deferred Outflows 1,672,605 1,667,010 1,597,086 1,492,028 1415877 1,796,792 1,726,162 1,752,489 1,733,520 1,897,809 1,881,342 1,880,623

Liabilities and Deferred Inflow of Resources

Other current liabilities / payables 54,838 8,743 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000
Bonds payable 185,000 185,000 180,000 175,000 170,000 604,201 583,750 613,298 590,346 742,394 712,700 683,007
Unamortized bond premium 2,851 2,709 2,709 - - - - - - - - -

Other non-current liabilities 30,719 58,698 45,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000
Deferred inflows of resources 28,212 823 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
Total Liabilities and Deferred Inflows 301,620 255,973 252,709 250,000 245,000 679,201 658,750 688,298 665,346 817,394 787,700 758,007

Total Liabilities, Deferred Inflows, and Net Position 1,672,605 1,667,010 1,597,086 1,492,028 1,415,877 1,796,792 1,726,162 1,752,489 1,733,520 1,897,809 1,881,342 1,880,623
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Table 18
City of Loretto
Ending Cash Balance
Sanitary Sewer Fund
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Use of Cash
Operations & Maintenance 205,317 246,325 253,657 261,240 269,085 277,202 285,602 294,295 303,294 312,610
Capital Acquisition 18,500 30,000 40,700 499,491 40,700 78,000 5,000 201,000 5,000 30,000
Interfund Transfer - - - - - - - - - -
Debt Service 8,155 8,093 8,068 13,013 52,474 42,813 47,793 46,049 62,840 58,384
Total Use of Cash 231,972 284,418 302,424 773,744 362,260 398,015 338,395 541,343 371,133 400,994
Source of Cash
Sewer Charges for Service 192,280 198,198 237,838 273,513 314,540 361,721 379,807 398,798 418,737 439,674
Development Charges - - - - - - - - - -
Other Revenues 2,500 2,439 2,117 1,826 1,576 1,367 1,464 1,701 1,895 2,166
Interfund Transfer - - - - - - - - - -
Bond Proceeds - - - 444,201 - 50,000 - 175,000 - -
Total Source of Cash 194,780 200,637 239,955 719,540 316,116 413,088 381,271 575,499 420,632 441,840
Net Change in Other Assets and Liabilities 4,696 15,291 - - - - - - - -
Change in Cash Balance (32,496) (68,490) (62,470) (54,204) (46,144) 15,073 42,876 34,155 49,499 40,846
Beginning Cash Balance 316,314 283,818 215,328 152,859 98,655 52,511 67,584 110,460 144,615 194,114
Projected Ending Cash (as of December 31st) 283,818 215,328 152,859 98,655 52,511 67,584 110,460 144,615 194,114 234,960
Ending Cash by Purpose
For future capital improvements 194,396 104,980 21,142 (59,830) (85,573) (54,510) (32,989) 3,202 29,907 74,491
For following year pay-go capital 30,000 40,700 55,290 40,700 28,000 5,000 26,000 5,000 30,000 25,000
For 3-months of operating cash 51,329 61,581 63,414 65,310 67,271 69,301 71,400 73,574 75,823 78,152
For following year debt service 8,093 8,068 13,013 52,474 42,813 47,793 46,049 62,840 58,384 57,317
Projected Ending Cash (as of December 31st) 283,818 215,328 152,859 98,655 52,511 67,584 110,460 144,615 194,114 234,960

Note: Cash balances include cash and investments.
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Table 19
City of Loretto
Customers and Charges for Services
Sanitary Sewer Fund
2 3 4 5 6 7 8 9 10 11 12 13
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Billing Units
Total 258 259 259 259 259 259 259 259 259 259 259 259
Sewer Volume (in thousands of gallons)
Residential 9,513 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085
Commercial - - - - - - - - - - - -
Other - - - - - - - - - - - -
Total 9,513 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085 10,085
Revenue from Non-Volume Basis
Total $62,031 $64,948 $61,703 $70,958 $85,150 $97,922 $112,610 $129,502 $135,977 $142,776  $149,915 $157,410
Revenue from Volume Basis
Total $99,888 $116,483 $110,643 $127,240 $152,688 $175,591 $201,930 $232,219  $243,830 $256,022  $268,823 $282,264
Total Unadjusted Revenue $161,919 $181,432 $172,346  $198,198 $237,838 $273,513 $314,540 $361,721 $379,807  $398,798  $418,737  $439,674
Adjustments / other changes * 523,433 54,710 519,934
Total Charges for Services $185,352 $186,142 $192,280 $198,198 $237,838 $273,513 $314,540 $361,721 $379,807 $398,798  $418,737 $439,674
Note:

1. The Adjustments/other changes is the difference between how the Study calculated revenue for 2021-2023 compared to revenue reported in the City's audited financial statements and budget
documents. The difference may come from adjustments to bills that are not built into the model for the Study or other adjusting entries made by the City. The adjustments are not considered to be on-
going. The Study assumes that future adjustments will be minimal and not have a material impact on the future revenue projections.

2. Revenue from Non-Volume Basis includes the minimum charge for customers with volume under 4,000 per month and the monthly charge for depreciation.
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Table 20
City of Loretto
Capital Improvement Plan (CIP)
Sanitary Sewer Fund
Current Year
Project Description 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Capital Outlay
Transfer out for capital - - - - - - - - - -
Acquisition of capital assets 18,500 30,000 40,700 499,491 40,700 78,000 5,000 201,000 5,000 30,000
Total Capital Outlay 18,500 30,000 40,700 499,491 40,700 78,000 5,000 201,000 5,000 30,000
Source of Funds
Bond proceeds - - - 444,201 - 50,000 - 175,000 - -
Intergovernmental revenue for capital - - - - - - - - - -
Transfer in for capital - - - - - - - - - -
Current revenue / use of cash in fund 18,500 30,000 40,700 55,290 40,700 28,000 5,000 26,000 5,000 30,000
Total Source of Funds 18,500 30,000 40,700 499,491 40,700 78,000 5,000 201,000 5,000 30,000

Note: Acquisition of capital assets includes cost of issuancing bonds, if bonds are planned.

55




Finance Plans

Table 21
City of Loretto
Net Capital Assets and Calculation of Depreciation
Sanitary Sewer Fund
Prior Year Prior Year
Current Year
Actual Actual
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Balance of Capital Assets and Depreciation
Capital assets 1,398,112 1,404,067 1,422,567 1,452,567 1,493,267 1,992,758 2,033,458 2,111,458 2,116,458 2,317,458 2,322,458 2,352,458
Less Accumulated depreciation 63,733 116,331 169,299 222,867 277,249 341,621 406,807 473,552 540,398 611,264 682,230 753,796
Net capital assets 1,334,379 1,287,736 1,253,268 1,229,700 1,216,018 1,651,137 1,626,651 1,637,906 1,576,060 1,706,194 1,640,228 1,598,662
Acquisition of capital assets 620,256 5,955 18,500 30,000 40,700 499,491 40,700 78,000 5,000 201,000 5,000 30,000
Depreciation 12,048 52,598 52,598 52,968 53,568 54,382 64,372 65,186 66,746 66,846 70,866 70,966
Allowance for depreciation on new assets 370 600 814 9,990 814 1,560 100 4,020 100 600
Total increase in allowance for depreciation 12,048 52,598 52,968 53,568 54,382 64,372 65,186 66,746 66,846 70,866 70,966 71,566
Change in net capital assets 608,208  (46,643)  (34,468)  (23,568)  (13,682) 435,119  (24,486) 11,254  (61,846) 130,134  (65,966) (41,566)
* Number of years new assets depreciated over: 50 years

56




STORMWATER FUND

The Storrmwater Fund was established as an Enterprise
Fund to account for the costs of providing municipal sani-
tary sewer services, including for the water reclamation
plant. The Fund is considered self-supporting in that the
services rendered are financed through user charges.

The Stormwater Fund is presented on an accrual basis.
There is a recognition of expenses when incurred and the
subsequent amortization of the deferred outflows. Rev-
enues are recognized when earned. There is a capitalization
of certain expenses and the subsequent depreciation of the
capitalized costs. For the Stormwater Fund there are accru-
als of revenues earned and expenses incurred.

Revenues

The major revenue sources is charges for services, other
revenues include investment income.

The schedule of planned fees and charges upon which the
finance plan for the Stormwater Fund is based are included
in the Appendix.

There is no future growth from development that will im-
pacts the projection of operating and non-operating rev-
enue for the Stormwater Fund.

The Plan is based on annual fee increases, across all fees, as
follows (see Appendix for detailed fee schedule):

e 5% annual increase in 2024, 15% for years 2025-2028,
and 5% in years 2029-2032.

Based on projected revenues and expenses, the Stormwa-
ter Fund will achieve adequate cash balance over the long-
term of the planning period. For purposes of the Plan, the
revenue objective for the Stormwater Fund focused on pro-

viding revenue sufficient to achieve ending year-end cash
balance to cover the following purposes:

e Three-months of operating expense
e Following year debt service payments

¢ Following year capital acquisition (planned to be paid
from cash)

e Reserves for future capital improvements and other re-
serve purposes

The Plan projects that bond proceeds, current revenues
and cash in the fund will be sufficient to pay for planned

acquisitions and improvements.

Expenses

Expenses includes operations, capital, and interest expense
on debt, and depreciation of capital assets.

Approximately one-third of the Stormwater Fund expenses
are estimated to be fixed costs. This percentage fluctuates
from year to year.

Depreciation is reported as an expense and is adjusted for
anticipated annual depreciable capital acquisitions. New
capital is depreciated over a 50 year term in the Plan.

The Plan does not include any carryforward (encumbranc-
es) from prior years.

There is no outstanding debt supported by revenues from
the Stormwater Fund. Future bond issuance is anticipated
to cover stormwater-related costs associated with street

projects in 2024 and 2026.

Transfers

There are no transfers in or out of the Fund anticipated.

Finance Plans
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Balance Sheet

Reported receivables and payable are projected to remain
at historic amounts during the planning period.

The Plan anticipates ending cash balances to increase be-
tween 2023-2032, increasing from approximately $132,000
at year-end 2023 to an estimated approximate $141,731 by
year end 2032.

Finance Plans
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Chart 32

Stormwater Fund

Cash is projected to be sufficient to meet targets for minimum balances and for reserve for
future capital improvements not yet programmed in the CIP
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Stormwater Fund
Ending Unrestricted Net Position as % of expense is projected to be at or above 50%
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Stormwater Fund
Customers are projected to remain at the same level
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Table 22
City of Loretto
Finance Plan
Stormwater Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual  Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Revenues
Charges for services 80,989 82,114 81,702 88,375 101,631 116,875 134,407 154,568 162,296 162,296 162,296 162,296
Capital contributions - - - - - - - - - - - -
Special assessments - - - - - - - - - - - -
Access charges - - - - - - - - - - - -
Capital contributions - - - - - - - - - - - -
Penalities and interest on penalties - - 700 - - - - - - - - -
Miscellaneous revenue - - - - - - - - - - - -
Intergovernmental revenue - - - - - - - - - - - -
Other revenue - - - - - - - - - - - -
Transfer in other 19,000 11,000 - - - - - - - - - -
Transfer in for capital - - - - - - - - - - - -
Intergovernmental revenue for capital - - - - - - - - - - - -
Investment income 290 2,469 1,000 660 572 548 499 487 455 606 600 731
Total Revenues 100,279 95,583 83,402 89,035 102,203 117,423 134,905 155,055 162,751 162,901 162,896 163,027
Expenses
Fixed Expenses
Personal services 13,114 16,825 16,490 16,985 17,494 18,019 18,560 19,116 19,690 20,281 20,889 21,516
Depreciation 3,900 4,200 4,747 8,825 8,825 16,075 16,075 16,675 16,675 17,275 17,275 17,875
Subtotal Fixed Expenses 17,014 21,025 21,237 25,809 26,319 34,094 34,635 35,792 36,365 37,556 38,164 39,391
Variable Expenses
Materials and supplies 457 2,981 3,220 3,284 3,350 3,417 3,485 3,555 3,626 3,699 3,773 3,848
Other services and charges 61,660 27,809 63,205 64,469 65,758 67,074 68,415 69,783 71,179 72,603 74,055 75,536
Utilities - - - - - - - - - - - -
Transfer out to debt service for facilities - - - - - - - - - - - -
Interest and amortization expense - - - - 10,480 6,800 28,704 20,963 20,202 19,441 18,681 17,860
Subtotal Variable Expenses 62,117 30,790 66,425 67,754 79,589 77,291 100,604 94,301 95,007 95,743 96,508 97,244
Total Expenses 79,131 51,815 87,662 93,563 105,908 111,385 135,239 130,093 131,373 133,299 134,673 136,635
Change in Net Position 21,148 43,768 (4,260) (4,528) (3,704) 6,038 (334) 24,962 31,379 29,603 28,223 26,391
Ending net position 128,352 172,120 167,860 163,332 159,628 165,666 165,332 190,294 221,672 251,275 279,498 305,889
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Stormwater Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Assets and Deferred Outflow of Resources
Cash and investments 115,013 159,644 132,086 114,496 109,616 99,710 97,439 91,064 121,106 119,972 146,123 141,043
Cash and cash equivalents - - - - - - -
Due from other governments
Special assessments receivable - - - - - - - - - - - -
Other current assets / receivables 8,150 8,569 9,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000
Capital assets 43,198 43,198 70,548 274,435 274,435 636,967 636,967 666,967 666,967 696,967 696,967 726,967
Less Accumulated depreciation (24,827) (29,027) (33,774) (42,599) (51,423) (67,499) (83,574)  (100,250)  (116,925)  (134,200)  (151,476)  (169,351)
Deferred outflows of resources 5,085 4,086 5,000 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500
Total Assets and Deferred Outflows 146,619 186,470 182,860 354,832 341,128 677,678 659,332 666,282 679,648 691,239 700,115 707,158
Liabilities and Deferred Inflow of Resources
Other current liabilities / payables 5191 894 3,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Bonds payable - 180,000 170,000 500,512 482,500 464,488 446,476 428,464 409,117 389,769
Unamortized bond premium - - - - - - - - - - - -
Other non-current liabilities 6,816 13,270 9,000 9,000 9,000 9,000 9,000 9,000 9,000 9,000 9,000 9,000
Deferred inflows of resources 6,260 186 3,000 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500
Total Liabilities and Deferred Inflows 18,267 14,350 15,000 191,500 181,500 512,012 494,000 475,988 457,976 439,964 420,617 401,269
Total Liabilities, Deferred Inflows, and Net Position 146,619 186,470 182,860 354,832 341,128 677,678 659,332 666,282 679,648 691,239 700,115 707,158
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Table 23
City of Loretto
Ending Cash Balance
Stormwater Fund
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Use of Cash
Operations & Maintenance 82,915 84,738 86,603 88,510 90,460 92,455 94,495 96,582 98,717 100,900
Capital Improvement Projects 27,350 203,887 - 362,532 - 30,000 - 30,000 - 30,000
Interfund Transfer - - - - - - - - - -
Debt Service - - 20,480 16,800 46,716 38,975 38,214 37,453 38,028 37,208
Total Use of Cash 110,265 288,625 107,083 467,842 137,176 161,430 132,709 164,036 136,745 168,107
Source of Cash
Sewer Charges for Service 81,702 88,375 101,631 116,875 134,407 154,568 162,296 162,296 162,296 162,296
Development Charges (Connection and TLA( - - - - - - - - - -
Other Revenues 1,700 660 572 548 499 487 455 606 600 731
Interfund Transfer - - - - - - - - - -
Bond Proceeds - 180,000 - 340,512 - - - - - -
Total Source of Cash 83,402 269,035 102,203 457,936 134,905 155,055 162,751 162,901 162,896 163,027
Net Change in Other Assets and Liabilities (695) 2,000 - - - - - - - -
Change in Cash Balance (27,558) (17,590) (4,880) (9,906) (2,271) (6,375) 30,042 (1,134) 26,151 (5,081)
Beginning Cash Balance 159,644 132,086 114,496 109,616 99,710 97,439 91,064 121,106 119,972 146,123
Projected Ending Cash (as of December 31st) 132,086 114,496 109,616 99,710 97,439 91,064 121,106 119,972 146,123 141,043
Ending Cash by Purpose:
For future capital improvements 87,470 72,831 49,146 30,867 5,850 29,737 30,029 57,799 54,237 49,431
For following year pay-go capital 23,887 - 22,020 - 30,000 - 30,000 - 30,000 30,000
For 3-months of operating cash 20,729 21,185 21,651 22,127 22,615 23,114 23,624 24,146 24,679 25,225
For following year debt service - 20,480 16,800 46,716 38,975 38,214 37,453 38,028 37,208 36,387
Projected Ending Cash (as of December 31st) 132,086 114,496 109,616 99,710 97,439 91,064 121,106 119,972 146,123 141,043

Note: Cash balances include cash and investments.
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Table 24
City of Loretto
Customers and Charges for Services
Stormwater Fund
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Actual Actual Budget Year Proj Proj Proj Proj Proj Proj Proj Proj Proj
Billing Units
Total 312 321 321 321 321 321 321 321 321 321 321 321
Revenue from Non-Volume Basis
Residential $79,410 $82,510 $84,166  $88,375 $101,631 $116,875 $134,407 $154,568 $162,296  $162,296 $162,296  $162,296
Total Unadjusted Revenue $79,410 $82,510 $84,166  $88,375 $101,631 $116,875 $134,407 $154,568 $162,296  $162,296  $162,296  $162,296
Adjustments / other changes * $1,579 -$396 -52,464
Total Charges for Sales $80,989 $82,114 $81,702  $88,375 $101,631 $116,875 $134,407 $154,568 $162,296 $162,296 $162,296  $162,296
Note:

1. The Adjustments/other changes is the difference between how the Study calculated revenue for 2021-2023 compared to revenue reported in the City's audited financial statements and budget
documents. The difference may come from adjustments to bills that are not built into the model for the Study or other adjusting entries made by the City. The adjustments are not considered to be on-
going. The Study assumes that future adjustments will be minimal and not have a material impact on the future revenue projections.

2. The City bills stormwater charges to non-residential property based on the residential equivalency factor assigned to each property within the City. For puposes of this report, the REF billed city-wide to
all property classificadtions, including residential, commercial, other, are shown under "Residential".
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Table 25
City of Loretto
Capital Improvement Plan (CIP)
Stormwater Fund
Current
Year
Project Description 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Capital Outlay
Transfer out for capital - - - - - - - - -
Acquisition of capital assets 27,350 203,887 - 362,532 - 30,000 30,000 - 30,000
Total Capital Outlay 27,350 203,887 - 362,532 - 30,000 30,000 - 30,000
Source of Funds
Bond proceeds - 180,000 - 340,512 - - - - -
Intergovernmental revenue for capital - - - - - - - - -
Transfer in for capital - - - - - - - - -
Current revenue / use of cash in fund 27,350 23,887 - 22,020 - 30,000 30,000 - 30,000
Total Source of Funds 27,350 203,887 - 362,532 - 30,000 30,000 - 30,000
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Table 26
City of Loretto
Net Capital Assets and Calculation of Depreciation
Stormwater Fund
Prior Year Prior Year
Current Year
Actual Actual
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Balance of Capital Assets and Depreciation
Capital assets 43,198 43,198 70,548 274,435 274,435 636,967 636,967 666,967 666,967 696,967 696,967 726,967
Less Accumulated depreciation 24,827 29,027 33,774 42,599 51,423 67,499 83,574 100,250 116,925 134,200 151,476 169,351
Net capital assets 18,371 14,171 36,774 231,836 223,012 569,468 553,393 566,717 550,042 562,767 545,491 557,616
Acquisition of capital assets 6,000 - 27,350 203,887 - 362,532 - 30,000 - 30,000 - 30,000
Depreciation 3,900 4,200 4,200 4,747 8,825 8,825 16,075 16,075 16,675 16,675 17,275 17,275
Allowance for depreciation on new assets 547 4,078 0 7,251 0 600 0 600 0 600
Total increase in allowance for depreciation 3,900 4,200 4,747 8,825 8,825 16,075 16,075 16,675 16,675 17,275 17,275 17,875
Change in net capital assets 2,100 (4,200) 22,603 195,062 (8,825) 346,457 (16,075) 13,325 (16,675) 12,725 (17,275) 12,125
* Number of years new assets depreciated over: 50 years
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Appendix A

City of Loretto
Fee Schedule
Water Services

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Commercial
Depreciation Fee $9.36 $9.83 $10.32 $10.84 $11.16 $11.50 $11.84 $12.20 $12.56 $12.94
Minimum Base Fee $41.94 $44.04 $46.24 $48.55 $50.01 $51.51 $53.05 $54.64 $56.28 $57.97
Water Availability Charge R1 and PUD $3,000 $3,150 $3,308 $3,473 $3,629 $3,702 $3,776 $3,851 $3,928 $4,007
Water Availability Charge R2 $1,750 $1,838 $1,929 $2,026 $2,117 $2,159 $2,203 $2,247 $2,292 $2,337
Water Availability Charge TC,GC, and | $4,000 $4,200 $4,410 $4,631 $4,839 $4,936 $5,034 $5,135 $5,238 $5,343
Consumption Tier 1 $10.480 $11.004 S$11.554 S12.132 S$12.496 $12.871 $13.257 $13.655 $14.064 $14.486
Consumption Tier 2 $10.480 S11.004 $11.554 $12.132 S$12.496 $12.871 $13.257 S$13.655 $14.064 $14.486
Other
Depreciation Fee $9.36 $9.83 $10.32 $10.84 $11.16 $11.50 $11.84 $12.20 $12.56 $12.94
Minimum Base Fee $41.94 $44.04 $46.24 $48.55 $50.01 $51.51 $53.05 $54.64 $56.28 $57.97
Water Availability Charge R1 and PUD $3,000 $3,150 $3,308 $3,473 $3,629 $3,702 $3,776 $3,851 $3,928 $4,007
Water Availability Charge R2 $1,750 $1,838 $1,929 $2,026 $2,117 $2,159 $2,203 $2,247 $2,292 $2,337
Water Availability Charge TC,GC, and | $4,000 $4,200 $4,410 $4,631 $4,839 $4,936 $5,034 $5,135 $5,238 $5,343
Consumption Tier 1 $10.480 $11.004 S$11.554 S12.132 S$12.496 $12.871 $13.257 $13.655 $14.064 $14.486
Consumption Tier 2 $10.480 $11.004 S$11.554 S12.132 S$12.496 $12.871 $13.257 $13.655 $14.064 $14.486
Residential
Depreciation Fee $9.36 $9.83 $10.32 $10.84 $11.16 $11.50 $11.84 $12.20 $12.56 $12.94
Minimum Base Fee $41.94 $44.04 $46.24 $48.55 $50.01 $51.51 $53.05 $54.64 $56.28 $57.97
Water Availability Charge R1 and PUD $3,000 $3,150 $3,308 $3,473 $3,629 $3,702 $3,776 $3,851 $3,928 $4,007
Water Availability Charge R2 $1,750 $1,838 $1,929 $2,026 $2,117 $2,159 $2,203 $2,247 $2,292 $2,337
Water Availability Charge TC,GC, and | $4,000 $4,200 $4,410 $4,631 $4,839 $4,936 $5,034 $5,135 $5,238 $5,343
Consumption Tier 1 $10.480 $11.004 S$11.554 S12.132 $12.496 $12.871 $13.257 $13.655 $14.064 $14.486
Consumption Tier 2 $10.480 $11.004 S$11.554 S12.132 S$12.496 $12.871 $13.257 $13.655 $14.064 $14.486

Note: The City fee schedule provides for a minimum charge for the first 4,000 gallons of volume billed. The schedule above reports this as "Consumption Tier 1"
and the amount show for Tier 1 is the equivelent amount billed per 1,000 gallons for the first 4,000 gallons of volme billed. For example, in 2023 the City
adopted fee schedule includes a minimum charge of $41.94 up to 4,000 gallons or the equivalent of $10.48 per 1,000 gallons ($S41.91 / 4 = $10.48 per 1,000

gallons).
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Appendix B

City of Loretto
Fee Schedule
Sanitary Sewer Services

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Commercial
Depreciation Fee $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Minimum Base Fee $37.26 $42.85 $51.42 $59.13 $68.00 $78.20 $82.11 $86.22 $90.53 $95.05
Sewer Availability Charge R1 and PUD $2,000 $2,300 $2,645 $3,042 $3,498 $3,673 $3,783 $3,897 $4,013 $4,134
Sewer Availability Charge R2 $1,250 $1,438 $1,653 $1,901 $2,186 $2,296 $2,364 $2,435 $2,508 $2,584
Sewer Availability Charge TC,GC, and | $2,500 $2,875 $3,306 $3,802 $4,373 $4,591 $4,729 $4,871 $5,017 $5,167
Consumption Tier 1 $9.32 $10.71 $12.85 $14.78 $17.00 $19.55 $20.53 $21.55 $22.63 $23.76
Consumption Tier 2 $13.22 $15.20 $18.24 $20.98 $24.13 $27.75 $29.13 $30.59 $32.12 $33.73
Other
Depreciation Fee $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Minimum Base Fee $37.26 $42.85 $51.42 $59.13 $68.00 $78.20 $82.11 $86.22 $90.53 $95.05
Sewer Availability Charge R1 and PUD $2,000 $2,300 $2,645 $3,042 $3,498 $3,673 $3,783 $3,897 $4,013 $4,134
Sewer Availability Charge R2 $1,250 $1,438 $1,653 $1,901 $2,186 $2,296 $2,364 $2,435 $2,508 $2,584
Sewer Availability Charge TC,GC, and | $2,500 $2,875 $3,306 $3,802 $4,373 $4,591 $4,729 $4,871 $5,017 $5,167
Consumption Tier 1 $9.32 $10.71 $12.85 $14.78 $17.00 $19.55 $20.53 $21.55 $22.63 $23.76
Consumption Tier 2 $13.22 $15.20 $18.24 $20.98 $24.13 $27.75 $29.13 $30.59 $32.12 $33.73
Residential
Depreciation Fee $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Minimum Base Fee $37.26 $42.85 $51.42 $59.13 $68.00 $78.20 $82.11 $86.22 $90.53 $95.05
Sewer Availability Charge R1 and PUD $2,000 $2,300 $2,645 $3,042 $3,498 $3,673 $3,783 $3,897 $4,013 $4,134
Sewer Availability Charge R2 $1,250 $1,438 $1,653 $1,901 $2,186 $2,296 $2,364 $2,435 $2,508 $2,584
Sewer Availability Charge TC,GC, and | $2,500 $2,875 $3,306 $3,802 $4,373 $4,591 $4,729 $4,871 $5,017 $5,167
Consumption Tier 1 $9.32 $10.71 $12.85 $14.78 $17.00 $19.55 $20.53 $21.55 $22.63 $23.76
Consumption Tier 2 $13.22 $15.20 $18.24 $20.98 $24.13 $27.75 $29.13 $30.59 $32.12 $33.73

Notes: 1. The City fee schedule provides for a minimum charge for the first 4,000 gallons of volume billed. The schedule above reports this as "Consuption Tier
1" and the amount show for Tier 1 is the equivelent amount billed per 1,000 gallons for the first 4,000 gallons of volme billed. For example, in 2023 the City
adopted fee schedule includes a minimum charge of $37.26 up to 4,000 gallons or the equivalent of $9.31 per 1,000 gallons ($37.26 /4 = $9.315 per 1,000
gallons). 2. After the City connects to the Metropolitan System, the City will also need to begin paying Sewer Availability Charges (SAC) to the Metropolitan
Council for any new connections to the system. The City plans to include this as a new (SAC) fee that it will charge to any new customers of the City that
connect to the system. This is assumed to be a pass-through for the City, as the City plans to charge new customers at the same rate the Metropolitan Council
will charge the City.
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Appendix C

City of Loretto
Fee Schedule
Stormwater Services

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Commercial
Residential Stormwater Fixed Rate $21.85 $22.94 $26.38 $30.34 $34.89 $40.13 $42.13 $42.13 $42.13 $42.13
Other
Residential Stormwater Fixed Rate $21.85 $22.94 $26.38 $30.34 $34.89 $40.13 $42.13 $42.13 $42.13 $42.13
Residential
Residential Stormwater Fixed Rate $21.85 $22.94 $26.38 $30.34 $34.89 $40.13 $42.13 $42.13 $42.13 $42.13
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Appendix D

City of Loretto
Debt Service Tax Levy by Fund and Series (Includes Existing
and Planned New Debt Issuance)®

Year Total Tax Levy for Tax Levy for Tax Levy for
Debt Service Existing Debt Planned New Debt
2021 o (0] o
2022 57,333 57,333 o
2023 55,503 55,503 o
2024 55,214 55,214 o
2025 71,242 60,175 11,067
2026 109,866 59,640 50,227
2027 206,589 59,104 147,484
2028 251,042 58,569 192,474
2029 282,166 57,309 224,857
2030 305,334 56,049 249,285
2031 365,397 60,039 305,359
2032 383,572 58,674 324,898
2033 432,279 57,309 374,970
2034 461,347 55,944 405,403
2035 470,995 59,829 411,166
2036 469,486 58,359 411,128
2037 415,788 o 415,788
2038 419,786 o 419,786
2039 417,982 o 417,982
2040 439,349 o 439,349
2041 368,529 o 368,529
2042 395,592 o 395,592
2043 263,329 o 263,329
2044 259,521 o] 259,521
2045 240,074 0] 240,074
2046 259,127 (0] 259,127
2047 161,510 o 161,510

*Tax Levy as shown is the amount collected in prior years and amount planned to be

70




City of Loretto
City Property Taxes Payable by Example Properties - Assumes Tax Rate for General Services to be Constant, Increase in
Tax Rate for Capital Improvements Only

Valuation

Tax Capacity Taxes

Annual $ Change in Total

Taxes

Estimated Annual
Change in Market Value
of Example Properties:

Residential
Residential
Residential
Residential
Commercial
Commercial
Commercial
Commercial

Residential $200,000
Residential $250,000
Residential $300,000
Residential $400,000
Commercial $1,000,000
Commercial $2,000,000
Commercial $3,000,000
Commercial $4,000,000

Residential $200,000
Residential $250,000
Residential $300,000
Residential $400,000
Commercial $1,000,000
Commercial $2,000,000
Commercial $3,000,000
Commercial $4,000,000

Appendix E

Appendixes

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
$200,000] $204,000 $208,080 $212,242 $216,486 $220,816 $225232 $229,737 $234,332 $239,019  $243,799
$250,000 $255,000 $260,100 $265,302 $270,608 $276,020 $281,541 $287,171 $292,915 $298,773  $304,749
$300,000 $306,000 $312,120 $318,362  $324,730 $331,224  $337,849 $344,606 $351,498 $358,528 $365,698
$400,000| $408,000 $416,160 $424,483  $432,973  $441,632 $450,465 $459,474 $468,664 $478,037 $487,598
$1,000,000| $1,020,000 $1,040,400 $1,061,208 $1,082,432 $1,104,081 $1,126,162 $1,148,686 $1,171,659 $1,195,093 $1,218,994
$2,000,000| $2,040,000 $2,080,800 $2,122,416 $2,164,864 $2,208,162 $2,252,325 $2,297,371 $2,343,319 $2,390,185 $2,437,989
$3,000,000| $3,060,000 $3,121,200 $3,183,624 $3,247,296 $3,312,242 $3,378,487 $3,446,057 $3,514,978 $3,585,278 $3,656,983
$4,000,000| $4,080,000 $4,161,600 $4,244,832 $4,329,729 $4,416,323 $4,504,650 $4,594,743 $4,686,638 $4,780,370 $4,875,978
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
$1,106 $1,103 $1,206 $1,303 $1,446 $1,776 $1,778 $1,840 $1,899 $2,116 $2,099
$1,440 $1,435 $1,567 $1,691 $1,875 $2,301 $2,303 $2,381 $2,455 $2,733 $2,710
$1,774 $1,766 $1,928 $2,079 $2,305 $2,827 $2,827 $2,921 $3,010 $3,350 $3,320
$2,441 $2,429 $2,648 $2,849 $3,151 $3,856 $3,847 $3,967 $4,079 $4,530 $4,480
$12,242 $12,159 $13,239 $14,245 $15,754  $19,278 $19,233 $19,834  $20,393 $22,650 $22,398
$24,484  $24,318 $26,478 $28,490  $31,508 $38,555 $38,466 $39,668 $40,787 $45,300 $44,795
$36,725 $36,477 $39,717 $42,735 $47,262 $57,833 $57,699 $59,502 $61,180 $67,950 $67,193
$48,967 $48,636 $52,956 $56,980  $63,016 $77,111 $76,932 $79,336 $81,573 $90,600 $89,590
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
(3) 103 97 143 330 2 62 58 217 a7
(5) 132 124 185 426 1 78 74 279 (24)
(8) 162 151 226 522 (0) 95 89 340 (31
(12) 219 201 302 705 9) 120 112 451 (50)
(83) 1,080 1,006 1,509 3,524 (45) 601 559 2,257 (252)
(166) 2,160 2,012 3,018 7,047 (89) 1,202 1,119 4,513 (505)
(248) 3,240 3,018 4,527 10,571 (134) 1,803 1,678 6,770 (757)
(331) 4,321 4,023 6,036 14,095 (178) 2,404 2,237 9,027 (1,010)
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Appendix F

Comparison of Utility Fees to Other Cities

3,000 Gallons Monthly Volume - Residential
Estimated Based on Published Rate Data and Interpretation of Fee Schedule
Cities have different billing cycles for comparison billing is shown as monthly equivalent bills
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Appendix G

Comparison of Utility Fees to Other Cities

6,000 Gallons Monthly Volume - Residential
Estimated Based on Published Rate Data and Interpretation of Fee Schedule
Cities have different billing cycles for comparison billing is shown as monthly equivalent bills
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Comparison of Utility Fees to Other Cities

20,000 Gallons Monthly Volume - Residential
Estimated Based on Published Rate Data and Interpretation of Fee Schedule
Cities have different billing cycles for comparison billing is shown as monthly equivalent bills
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