RT 5 - ROAD REVENUE A ” B
 EXPANSION FINANCIAL STR ? GY

Tuesday June 8, 2021



RECAP

PART 1 - ROADS: LONG TERM NEEDS AND PLANNING
PART 2 - ROADS: FUNDING NEEDS AND REVENUE OPTIONS
PART 3 - CAPITAL PROJECTS: COMPREHENSIVE CIP / “CRAMP”

Sewer Survey and expert panel: Need for sanitary sewer in underserved,
high density, older neighborhoods for community health, safety and welfare

PART 4 - CAPITAL PROJECTS: FUNDING
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COMMUNITY

WIDE
IMPACTS

Road Revenue applied to local road
network; township wide, paid by all users

Allows General Funds currently spent on
roads to be reallocated for other priorities
and needs throughout the Township



COMMUNITY
WIDE
IMPACTS

Health, Safety and Welfare

Economic Development

Balancing Different Needs, Rural and Urban

ﬁinancial Stewardship for all Township funds




OUTLINE

- Road Revenue Options: Community Wide SAD or Millage

Sewer Expansion Projects:

USDA loan overview

Mix of funding sources for repayment

Given road revenue amount, consider general fund contribution to sewer and
unallocated for other priorities
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ROAD REVENUE OPTIONS

Road Millage Community Wide SAD
» Based on taxable value » Flat fee for every parcel
» Larger Share Divide » Board Initiated with potential

o blocking petition
» Board Initiated

- ----

Millage (favored in survey 72.5%) S84 $112 60% 40%
Community Wide SAD $109 $146 92% 8%
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USDA LOAN OVERVIEW - BACKGROUND

» Project schedule
» Start research approximately 2010
» May 2016 start USDA RD application process

» Qualify for poverty interest rate based on percent of failed systems & out of
compliance (>51%)

Did not meet MHI for grant funds

Interest rate at or below Phase | - 2.375% Phase Il - 2.215%
» Current 2021 Q2 - 1.375%
» Loan through sale of federal bonds guaranteed purchased by USDA




USDA LOAN OVERVIEW - FINANCING

Conducive for larger project - less administration, less disruption, economies

of scale (aka buying in bulk), improved overall design of system with less
legacy costs

Cash flow - can complete more at once (majority poor roads, high
concentration of urban land use without sewer)

Longer term 40 years (i.e., smaller payments)

Best interest rate for municipalities and residents
Proactive planning gives these opportunities

Annual repayment Principal & Interest = $1,050,000.00
No prepay penalty
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MIX OF FUNDING SOURCES FOR
REPAYMENT

» Public Connection Cost

» Surcharge
» AKA Debt Service

» General Fund Contribution

Sewer Project Cost

Debt Service Connections General Fund
39% 37% 24%

2020

2021- ADD ROAD REVENUE
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DESIRED ROAD CONDITION
$1,250,000 ANNUALLY

= PAR FUNDS m GENERAL FUNDS ® NEW ROAD REVENUE m “FREED UP GF”

DESIRED CONDITION $1)250)000
ANNUAL MAINTENANCE ($900k/yr) & RECONSTRUCTION (catch up*) $350K/yr

--------- i
$250,000 $500,000 $500,000 :
MIN
* REg%N(\JMgglODED $250,000 | $250,000 $750,000 $250,000

MAX

RECOMMENDED S syAs10110[0]0) $1,000,000 $500,000

$1,000,000

CURRENT
GAP
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\
ROAD REVENUE $750,000 500,000 TOTAL GF

= ROAD MILLAGE m DEBT SERVICE m CONNECTION FEES ®m GF TO SEWER m GF TO ROADS = “FREED U

OPTION 1

CONNECTION FEE $350,000 $300,000

$250,000 *“750
$7,000 ¢

$250,000
000

OPTION 2

CONNECTION FEE $350,000 $400,000 $200,000

%
(&
$5,000 =

> $250,000
®

OPTION 3

CONN§SCT0|(§>0N FEE $350,000 $250,000 $200,000 $250,000 $250,000

1‘ Annual USDA LOAN payment $1,050,000
N
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DESIRED ROAD CONDITION
$1,250,000 ANNUALLY

= PAR FUNDS m GENERAL FUNDS ® NEW ROAD REVENUE m “FREED UP GF”

DESIRED CONDITION $1)250)000
ANNUAL MAINTENANCE ($900k/yr) & RECONSTRUCTION (catch up*) $350K/yr

--------- |
$250,000 $500,000 $500,000 :

CURRENT
GAP

MIN

RE?%”%M(EO“ODED §250,000  $250,000 $750,000 $250,000
MAX
* RECOMMENDED $250,000 $1,000,000 $500,000
$1,000,000
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ROAD REVENUE $1,000,000

NO GF TO ROADS $500,000 TOTAL GF
m ROAD MILLAGE m DEBT SERVICE B CONNECTION FEES @WER m AVAILABLE GF

OPTION 4

CONNECTION FEE $350,000 $350,000 $200,000 | $150,000 $350,000

$5,000

OPTION 5

CONNECTION FEE $350,000 $250,000 $200,000 $250,000 $250,000

Annual USDA LOAN payment $1,050,000

S0 The Cost is the Cost



® ROAD MILLAGE m DEBT SERVICE B CONNECTION FEES B GF TO SEWER B AVAILABLE GF

OPTION &

CONNECTION FEE . $250,000 $200,000 $250,000 $250,000

55,000

MILLAGE $9.33 $9.33 $9.33 $9.33
Surcharge (Debt Service): $3.75 $3.75 $3.75
Public Connection Fees: $18.34 (paid in full)
Sewer Utility Bill: (City of Kalamazoo) $33.00 $33.00 (no change)
Total MONTHLY INCREASE: $63.41
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Directive to CIC

Road Millage or SAD?

How Much, $750,000 or $1,000,000?

Connection Fee amount? $5,000

General Fund Amount to Sewer Expansion Projects?
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