
  1.  Capital Improvement Plan Discussion

12:00 NOON  - CITY COUNCIL SPECIAL WORKSHOP MEETING

WAYZATA CITY COUNCIL SPECIAL WORKSHOP MEETING AGENDA
Wayzata City Hall Community Room, 600 Rice Street

Monday, October 31, 2016

WORKSHOP TOPICS FOR DISCUSSION:

Members of the City Council and some staff members may gather at the Wayzata Bar and Grill
immediately after the meeting for a purely social event. All members of the public are welcome.10-31-2016CC SPECIAL WORKSHOP MEETING 
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City of Wayzata
600 Rice Street

Wayzata, MN  55391-1734

Mayor:
Ken Willcox

City Council:
Bridget Anderson

Johanna McCarthy
Andrew Mullin
Steven Tyacke

City Manager:
Jeff Dahl

Date: October 27, 2016

To: Mayor Willcox and Councilmembers

From: Jeff Dahl, City Manager 
Steve McDonald, Contracted Finance Director

Subject: 2017 Enterprise Budget, Fee Schedule and Capital Improvement 

Introduction

Enclosed are the 2017 preliminary enterprise fund budgets, Fee Schedule and Capital
Improvement Plan as prepared by City Staff and AEM. This draft reflects updates for current 
activity and planned future projects. It also reflects proposed changes to the rate and fee 
schedule.
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Municipal Liquor Fund Summary

A summary of the liquor fund budgets are listed below. Overall budgeted profit from both stores 
is expected to increase from 2016 budgeted amounts. Each line item has been reviewed. 

In addition to the budgets below, the managers of each operation have completed the 2015-16 
business plan and are in the midst of developing and implementing a new business plan for 
2017. This plan considered the strengths and dangers of the liquor operations landscape and 
designed a management response to each significant area identified. A summary of the 
completed objectives and of the new plan will be provided once complete.

Budget Projected
Liquor - Bar and Grill 2012 2013 2014 2015 2016 2017
Revenue 2,754,905$      2,920,471$      3,148,610$      2,961,282$        3,000,000$         2,858,000$         
Cost of goods sold (883,547) (881,753) (995,755) (923,569) (909,750) (844,840)
Operating expenses (1,543,877) (1,518,076) (1,947,677) (1,938,164) (1,819,925) (1,664,994)
Depreciation - (73,342) (72,743) (72,252) - -
Debt interest - - - - (62,065) (60,490)
Other financing sources (15,000) (15,000) (15,000) (15,000) (15,000) (15,000)

Net revenue/(expense) 312,481 432,299 117,435 12,298 193,260 272,676
Other cash use:

Add back depreciation - 73,342 72,743 72,252 - -
Capital purchaes - (5,024) (20,147) (1,799) - -
Bond principal - - - - (52,500) (85,245)

Net cash effect 312,481$         500,617$         170,031$         82,750$             140,760$            187,431$            

Cost of goods sold 32% 30% 32% 31% 30% 30%
Gross profit 68% 70% 68% 69% 70% 70%
Operating expenses 56% 52% 62% 65% 61% 58%
Net income before transfers 12% 15% 4% 1% 7% 10%

Actual

For the Bar and Grill, the main change from the 2015 actual results to the 2017 budget is a 
revenue decrease due to increased competition in the immediate area or the restaurant. In 
addition, the impact of debt interest and principal payments begun in 2016 was not felt in 2015.  
However, decreased operating expenses, despite the implementation of the Affordable Care Act
(ACA) and increased minimum wage, have actually increased net income and cash flows.
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Municipal Liquor Fund Summary – Continued

Budget Projected
Liquor - Off Sale 2012 2013 2014 2015 2016 2017
Revenue 2,410,279$      2,397,441$      2,458,330$      2,638,288$        2,559,400$         2,636,100$         
Cost of goods sold (1,783,340) (1,754,637) (1,805,821) (1,982,284) (1,841,500) (1,896,650)
Operating expenses (573,661) (300,392) (306,591) (306,419) (539,594) (494,102)
Depreciation - (73,342) (72,743) (72,252) - -
Debt interest - - - - (62,065) (60,490)
Transfer out (15,000) (15,000) (15,000) (15,000) (15,000) (15,000)

Net revenue/(expense) 38,278 254,072 258,175 262,333 101,241 169,858
Other cash use:

Add back depreciation - 73,342 72,743 72,252 - -
Capital purchases - (1,498) (300) (529) - -
Bond principal - - - - (52,500) (85,245)

Net cash effect 38,278$           325,915$         330,618$         334,056$           48,741$              84,613$              

Cost of goods sold 74% 73% 73% 75% 72% 72%
Gross profit 26% 27% 27% 25% 28% 28%
Operating expenses 24% 13% 12% 12% 21% 19%
Net income before transfers 2% 11% 11% 11% 5% 7%

Actual

The Off-Sale operation reflects an expected increase in revenue compared to 2016 budget as a 
competitor was denied a license to set up a large discount liquor operation in an adjacent 
community. 2016 revenues are expected to surpass 2015 amounts based on current trends and, 
despite the impact of the ACA and minimum wage increase as noted above, operating costs 
have not increased proportional to the increase in revenue.
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Other Enterprise Fund Summaries
 
While the enterprise funds are not levy supported, the City’s process has included consideration 
of these budgets in the same time frame as the levy-supported budgets. The City of Wayzata 
utilizes an enterprise fund accounting system that isolates revenue and expenditures for each of 
its Water, Sewer and Storm Water operations. Each of these funds  are supported by user fees
that are analyzed on an annual basis to ensure the proper set of reserves are maintained in order
to meet ongoing cash flow needs and to replace existing infrastructure as it becomes depreciated.

YTD Percent
Water 2014 2015 6/30/2016 2016 2017 Change
TOTAL REVENUES 1,100,843$      988,932$         587,604$         943,300$         972,200$         3.1%
TOTAL EXPENDITURES 886,224 908,979 894,021 976,221 954,063 -2.3%

Net Change 214,619$         79,953$           (306,416)$        (32,921)$          18,137$           

Actual Budget

 
The 2017 budget reflects a 3% increase in rates to maintain positive cash flow.

YTD Percent
Sewer 2014 2015 6/30/2016 2016 2017 Change
TOTAL REVENUES 1,012,626$      1,090,672$      459,258$         974,500$         1,007,000$      3.3%
TOTAL EXPENDITURES 960,220 1,112,116 429,477 969,401 1,028,213 6.1%

Net Change 52,406$           (21,444)$          29,781$           5,099$             (21,213)$          

Actual Budget

The 2017 budget reflects a 3% increase in rates. The main reason for the increase in expenditures 
for 2017 is the increase in MCES charges.
 

YTD Percent
Storm Water 2014 2015 6/30/2016 2016 2017 Change
TOTAL REVENUES 334,786$         499,851$         172,949$         279,000$         284,500$         2.0%
TOTAL EXPENDITURES 218,826 234,579 24,373 100,359 98,404 -1.9%

Net Change 115,960$         265,272$         148,576$         178,641$         186,096$         

Actual Budget

 
The budget for 2017 revenues reflects a 3% increase in rates.
 

YTD Percent
Motor Vehicle 2014 2015 6/30/2016 2016 2017 Change
TOTAL REVENUES 452,638$         496,005$         286,178$         496,000$         527,000$         6.3%
TOTAL EXPENDITURES 594,074 489,021 167,121 382,801 425,301 11.1%

Net Change (141,436)$        6,984$             119,057$         113,199$         101,699$         

Actual Budget

The changes in motor vehicle reflect an anticipated jump in the renewal of passports for 2017 
that coincides with the expiration of passports in the large issuance year of 2007. Increased 
expenditures are due to the addition of a part-time employee to offset the increased workload.
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YTD Percent
Community TV 2014 2015 6/30/2016 2016 2017 Change

TOTAL REVENUES 81,542$           65,837$           15,963$           70,600$           65,400$           -7.4%
TOTAL EXPENDITURES 65,698 71,814 28,868 70,492 67,720 -3.9%

Net Change 15,844$           (5,977)$            (12,905)$          108$                (2,320)$            

Actual Budget

The budget for 2017 is consistent with 2016 although a decrease in revenue and expenditure is 
anticipated.
 
2017 Fee Schedule

The 2017 Fee Schedule is included in the packet and reflects increase for the Water, Sewer and 
Storm Water fees of 3%. These increases are deemed necessary to maintain or obtain positive 
cash flow. Garbage and the majority of other fees remain at 2016 levels.

2017 Capital Improvement Plan and Fund Balances

As part of the budget process, the Council reviews planned CIP activity. The detail of 2017
planned projects are included as a separate attachment. Updated bid estimate were received in 
October 2016. Based on the planned projects the following table summarizes the projected 
ending cash balance or deficit the next six years. This analysis considers the contributions 
expected for the ramp financing. 

CIP Fund 2016 2017 2018 2019 2020 2021

General 910,065$          845,708$          707,533$          540,933$          268,442$          401,754$          
Streets 1,101,620 620,286 161,554 547,414 784,636 1,061,980
Parks Improvement 840,374 791,154 509,336 449,771 135,128 (15,313)
Lakefront Improvement 429,688 416,515 529,407 649,090 619,624 752,048
Stormwater Improvement 686,088 (328,500) (203,061) 82,231 293,095 595,647
Water Improvement 2,098,652 1,991,947 1,371,398 1,405,234 1,426,998 697,085
Sewer Improvement 539,479 411,206 377,361 305,549 (189,523) (310,041)
Liquor 1,125,498 1,274,648 1,357,610 1,518,789 1,691,065 1,657,610
Library 463,181 523,360 489,830 553,659 525,323 593,095
Cemetery 47,801 8,682 8,769 8,857 8,946 9,035
Equipment 1,184,186 877,082 186,264 344,568 743,131 1,215,305
Telecom 466,244 387,552 411,428 415,542 419,698 423,895
Downtown Parking 435,000 (572,494) (724,794) (734,094) (743,613) (753,168)
Total 10,327,877$     7,247,146$       5,182,635$       6,087,542$       5,982,950$       6,328,932$       

Projected Cash Balances at Year End

The deficits in the Stormwater fund are temporary and can be internally financed. The Sewer 
fund deficits may require a combination of rate increases and interfund borrowing to address. 
The deficits in the Downtown Parking fund are a result of the most recent cost estimates 
obtained thru the bid process and are discussed in more detail below.
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Downtown Parking District and CIP Fund

Subsequent to the Council work session on October 4, 2016, City staff compiled projections of 
revenue sources and expenditure uses for the maintenance of the Parking District fund. The City 
plans on an initial payment in lieu of parking charge of $10,000 per lot. It is estimated this 
would generate $520,000 in revenue in 2016 or 2017. This initial contribution will be needed to 
provide funds to establish maintenance reserves for the ramp. The 6 year projection is 
summarized below. It should be noted that the Roof option in 2017 is considered financed by 
other City sources and not the business community. Beginning in 2018, the City assumed 
annual assessments within the parking district of $90,000. These amounts were inflated 3% 
annually. As a result of the updated cost estimates, additional revenue sources of approximately 
$800k need to be identified if this project is approved. Likely sources would be a tax levy or 
other future fund transfers. 

Downtown Parking District CIP Fund
Projected Balance 2016 2017 2018 2019 2020 2021
BEGINNING ENDING RESERVE BALANCE - 435,000 (572,494) (724,794) (734,094) (743,613)

Receipts - - - - - -
Investment Earnings - - - - - -

Disbursements (85,000) (11,369,100) (242,300) (102,000) (105,000) (107,900)

Other Financing Sources (Uses) - - - - - -
Developer Landscaping Contribution for Broadway Place 50,000 - - -
Payment in Lieu of Parking--Broadway Place 520,000 - - - -
TIF Financing 7,761,606 - - -
Allocated Cash for Parking Ramps 1,680,000 - - -
Special Service District Assessments - 90,000 92,700 95,481 98,345
Roof Option (Other Finance Sources Credit) 870,000 - - -

YEAR ENDING RESERVE BALANCE 435,000 (572,494) (724,794) (734,094) (743,613) (753,168)
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