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September 10, 2007

Mr. Mark Nicolini, Director

DOA - Budget and Management Division
City Hall - Room 307

Milwaukee, W1 53202

Dear Mr. Nicolini:

I am writing in response to your August 17" letter regarding the unrestricted cash balance in
the Sewer Maintenance Fund and the sustainability of the transfer to the Debt Service Fund.
Consistent with my August 28, 2006 letter on the same subject (enclosed), my office has updated
our unrestricted cash balance projection, * which includes updated revenue and expenditure

assumptions for 2007 through 2012.

rking capital the Sewer Maintenance Fund has
juding the proposed 2008 transfer fo the Debt
nsion capital program. Your letter, referred
ilable to support a debt service payment.

Unrestricted cash is the measure of wo
available to meet its ongoing commitments, incl
Service Fund for debt service related to the sewer expa
to retained earnings, which includes illiquid assets not ava
Actual 2006 figures were used as staring point in developing the projection of unrestricted

cash or working capital. These figures are found in Exhibits B2 and B3 (enclosed) in the 2006

Comprehensive Annual Financial Report.  Using these 2006 actuals as a starting poirtt, the
unrestricted cash balance projection shows a transfer of $9.16 million to be sustainable for 2008

and unsustainable from net operating cash flows for 2009 through 2012.
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Mr. Mark Nicolini, Director -2- September 10, 2007

Sustainability in 2008 is due in large part to the implementation of the storm water fee which
has a full year's impact beginning in 2007 and the proposed increase in the sanitary rates to 1.036
per CCF. Of course the sustainability in 2008 is dependent on adoption of the higher sanitary rate
as well as the projection’s underlying assumptions regarding water usage, revenues and

expenditures.

ed with this letter is our unrestricted cash balance projection, my 2006 letter on the
edules. 1 would like the opportunity to meet with you
flow projections. My staff will be contacting
Id you have any questions before then.

Enclos
Sewer Fund transfer and the related CAFR sch
to discuss in detail the Sewer Maintenance Fund cash
you to arrange this meeting, but please contact me shou

Sincerely,
ICS

W. MARTIN M
Comptroller

Enclosures (3)
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REF: SewerFundSustainRevg-4-07.doc




Compftroller's Office

Revised SMF Cash Flow Projections

Year

Beginning Unrestricted Cash Balance $13,087
Beginning Restricted Cash Balance $7,513
Fee on Water Consurmption

Total Consumption 2 28,003
Growth - Consumption -1.03%

Rates on Water Consumption® 1.1094

Growth - Rates 0.00%
Revenues

Total Fee (Water Works) . 31,067

’ Comptrolier Adjustrment for actual cash rec'd 0.988

Sewer Fee Collected 30,725 |
Storm Water Fee on Impervous Surface

ERU Base (thousands)

STORM RATE PERERU *

Growth in Rate

STORM FEE 0
Total Operating Revenues $30,725

Residentfal impact (Annual) $ 8431
TOTAL RECEIPTS FROM CUSTOMERS $30,725
Growth - Expenses

Employee Costs (7,418)

Payments to Suppiiers, Services, Materials (9,455)

Payments (To)/From Other Funds 8 8,416
NET CASH PROVIDED BY OPERATING $22,268
NON-OPERATING EXPENSES

Street Sweeping & Leaf Collection {4,200)

Cash Transfer to General Fund (7,000)
CASH USED FOR NON CAP FINANCING {$11,200})

Cash Financed Capital

Debt Service on Existing Borrowing ° {5,152)

Estimated Debt Service on New Borrowing °

Proceeds from Refunding Inf(Out) ®

Capitat Borrowing *

Capital Expenditures (19,089)
CASH USED FOR CAPITAL FINANCING ($24,241)
CASH FLOWS FROM INVESTING ACTIVITIES 325
NET INCREASE {DECREASE] IN CASH (12,848)
ENDING CASH BALANCE 7,762

{7.762)

Cash Resarved for Bond Covenant

Lasa SIVeR ¥

Ending Unrestricted Cash Balance

ASSUMPTIONS

1.) All capital expenditures borrowed in year expended, with excepfion of 2008,
| become current in 2008, This results in proceeds exceeding capital ex]
funded on a much more current basis, requiring approximately $8 miltion fo

wil
2.) Consumption declines slowly over fime
3.) Estimated blended rate for
4.) Norate increases proposed
5.) As of 9/5/07

penditu

It is anticipated that Clean Water Fund and other borrowing

006. Rate increase in 2008, Other increases not considered

8.) At end of 2005, the SMF
7.) Vares from $1 million un
8.) Estimated based upon b
2.} $10 in proceeds from a 2

Essentially, these funds were never unre:

was short of cash so the Gen Fund "loans™ cash
der actual Sewer-realted GO debt service costs in 2007, to $
eginning annual borrowing of $27.7 million in 2008 and increa
006 refunding were deposited with the City, rather than with {
stricted cash for SMF purposes.

res in 2008. There after, it is anficipated that capital will be
$8 million in short term cash financing in anticipation of borrowing.

In 2008, SMF returns the "borrowed" cash.
4.5 milion more than actual GO debt services costs in 2012, per CAFR Scheduie [-3

sing $1 miflion annually thru 2012
he bond Trustee. These funds were paid to the Trustee in early 2007




