RACINE WATER UTILITY
2022

Proposed Budget

August 17, 2021
Proposed



RACINE WATER UTILITY
Proposed 2022 Budget

2020 2021 2021 2022 21VS 22
ACTUAL BUDGET PROJECTED BUDGET BUDGET
Operating Revenue $21,422,304 | $22,782,123 | $21,882,000 | $22,782,123 | 0.0%
O&M Expense (includes PILOT) $13,731,492 | $14,063,000 | $13,079,000 [ $14,202,000 | 1.0%
Depreciation 5,495,192 5,200,000 5,500,000 5,600,000 | 7.7%

Total Operating Expense $19,226,684 | $19,263,000 | $18,579,000 | $19,802,000 | 2.8%
Net Operating Income $2,195,620 | $3,519,123 | $3,303,000 $2,980,123 | -15.3%
Interest/Dividend Income $83,001 $100,000 $72,000 $70,000 | -30.0%
REC & Front Foot Income $298,802 | $1,217,174 $100,000 $1,097,735 | -9.8%
Interest Expense $1,563,085 $1,437,000 $1,993,000 1,698,000 | 18.2%
Net Income $1,014,338 | $3,399,297 | $1,482,000 $2,449,858 | -27.9%
Distribution of 2022 Budget Net Income $2,449 858

Plus Depreciation 5,600,000

Total Cash Available $8,049,858

Less Bond Principal Payments (3,590,144)

Less Total Capital Improvement Projects (15,828,000)

Plus Contributed Capital Improvement Projects

Less Appropriation to City of Racine (278,783)

Net Cash Balance ($11,647,070)

Funding - New Bond Issue and/or Reserves

Debt Service Coverage Ratio

Bond Requirement = 1.25
S&P including PILOT

Actual Actual Budget Budget
2019 2020 2021 2022
1.98 1.91 2.05 2:21
1.44 1.36 1.50 1.62
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2022 Budget Highlights — Waterworks Commission

The following is a brief summary to explain major costs changes in the budget for 2022.

NOTE: Some budgets experienced minor changes up or down depending on special projects and various time
frequencies for maintenance of certain equipment.

A. Personnel Services (2.7% Increase)

e Salaries and Wages: Increase $108,000 (2.7%); Cost of living up about 1% from previous
year, union maximum increase set at 2.30% per Act 10 regulations. Employee increases are
not a uniform percentage, as the higher percentage applies to employees with the lowest
wages to advance toward market wage comparable. Some labor is split among projects (such
as engineering rolled into individual contract work) and not attributed to the salary account.
There is also a merging of services (such as metering and billing) with that labor distributed
among the water utility, wastewater utility, and storm water utility to conserve costs. Modest
costs added in policy adjustments for employee retainage.

B. Contractual Services (4.7% Decrease)
o DProfessional Services: Decrease $73,000: Consultant work for DNR pipe corrosion
chemical optimization study (LCR) and related lab testing winding down.
e Main, Meter, and Service Maintenance: Decrease $58,000; Consultant completed system
leak detection program (continue partial inspection going forward).
¢  Water Tank Maintenance: Decrease $40,000; Mall tank taken out of service.
o Street Repair Supplies: Increase $25,000; Higher material costs for gravel and other.

C. Materials and Supplies (4.2% Increase)
e Operational Chemicals: Increase $37.000; Higher chemical costs and delivery charges. This
is a common theme with supplies for increased materials and driver shortages.

D. Administration and General (0.6% Increase)
e Medical Expenses: No change. Costs are variable and 2021 is on budget.
e Property & Liability Insurance: Increase $13,000; Cost passed on from City.
e PSC Expenses: Decrease $10,000; No rate case in 2022.

E. Other Expenses (3.0% Increase)
e Real Estate Tax (PILOT): Increase $100.000; Payment to City with estimated tax rate; 24%
of total budget.

Summary — The presented budget shows an overall minor increase of $139,000 (1.0%) over the
2021 budget. The following items have the largest dollar increase:
e Salaries, Real Estate Taxes (PILOT), and Operational Chemicals.
The following items have the largest dollar decrease:
e Professional Services, Main-Meter-Service Maintenance, and Water Tank Maintenance.

The job market has changed dramatically in 2021 with retirements continuing, resignations
increasing. and the labor market getting very tight and competitive. Salary support initiatives may
need to be extended pending further market developments. The Utility has no control over PILOT
payments, which accounts for almost a quarter of the entire budget. The current market has also seen
material and transportation costs rising as a trend.



