
 

 

VILLAGE OF MOUNT HOREB 
E. Main Street 

Mount Horeb, WI 53572 
Phone: (608) 437-6884 Fax: (608) 437-3190 

Email: mhinfo@mounthorebwi.info Web: mounthorebwi.info 

 
FINANCE AND PERSONNEL COMMITTEE AGENDA 

Wednesday, July 5, 2023 at 5:30 PM 

Municipal Building Board Room 
138 E. Main Street 
Mount Horeb, WI 

 

1) Call to order 
2) Agenda Items 
  a. Consideration of June 7, 2023 Meeting Minutes 
  b. Personnel Report 
  c. Finance Director/Treasurer Update 
  d. Discuss Payment in Lieu of Taxes (PILOT) 
  e. Town of Springdale Retroactive Resolution 
3) Future agenda items 
4) Closed Session 
  a. Discuss Village Administrator’s Mid-Year Performance Check-In. The 

Finance & Personnel Committee may enter into a closed session as 
authorized by Section 19.85(1)(c) of Wisconsin Statutes to consider 
employment, promotion, compensation or performance evaluation data of 
any public employee over which the governmental body has jurisdiction or 
exercises responsibility. 

5) Meeting adjournment. 
 

UPON REASONABLE NOTICE, EFFORTS WILL BE MADE TO ACCOMMODATE THE 
NEEDS OF DISABLED INDIVIDUALS THROUGH APPROPRIATE AIDS AND 
SERVICES. FOR INFORMATION OR TO REQUEST THIS SERVICE, CONTACT 
ALYSSA GAFFNEY, CLERK, AT 138 E MAIN STREET, MOUNT HOREB, WI (608) 
437-9404. 
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AGENDA ITEM REPORT 
 

 

 

MEETING DATE   PREPARED BY 

July 5, 2023   
 

 
  
AGENDA ITEM # 2.a 

Consideration of June 7, 2023 Meeting Minutes 
  
BACKGROUND 
 

  
RECOMMENDATION 
 

  
ATTACHMENTS 

1. FP Minutes 060723 
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VILLAGE OF MOUNT HOREB 
FINANCE/PERSONNEL COMMITTEE MINUTES  

WEDNESDAY, JUNE 7, 2023 
 

The Finance/Personnel Committee met in regular session in-person on the date 
stated above. 
 
Call to Order/Roll Call: Chair Scott called the meeting to order at 5:30pm. 
Present were Committee members Halverson, Hoffman, Jones, and Fendrick.  Also 
present were Administrator Owen and Village Clerk Gaffney. 
 
Consider May 3, 2023 minutes: Fendrick moved, Hoffman seconded to 
approve the minutes.  Motion carried by voice vote. 
 
Personnel Report: Murleau presented her Personnel update. 
 
Finance Director/Treasurer Update: Owen presented the update in Stuessy’s 
absence. 
 
Consider ARPA Funding: Financial Advisor Kevin Mullen from Baird spoke about 
the ARPA funding and the water finances related to the lead line replacements.  
He suggested to keep the original plan for the ARPA funds spending. 
 
Consider recommendation for Resolution 2023-03 “BUDGET 
AMENDMENT”: Owen explained the resolution.  Jones moved, Halverson 
seconded to recommend approval of the resolution to the Village Board.  Motion 
carried by unanimous voice vote. 
 
Consider 2024 Budget Calendar Timeline: The members discussed and were 
satisfied with the timeline. 
 
Discuss Payment in Lieu of Taxes (PILOT): Owen gave an update on this 
item.  He said he will review the survey and have a template drawn up. 
 
Discuss/Consider change of date for July Finance/Personnel Meeting: 
The committee discussed and decided to keep the regularly scheduled date of July 
5th. 
 
Future agenda items: Administrator Review Survey 
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Closed Session:  Discuss Village Administrator’s Mid-Year Performance 
Check-In.  The Finance & Personnel Committee may enter into a closed 
session as authorized by Section 19.85(1)(c) of Wisconsin Statutes to 
consider employment, promotion, compensation, or performance 
evaluation data of any public employee over which the governmental 
body has jurisdiction or exercises responsibility:  Fendrick moved, Jones 
seconded to convene to closed session at 5:59pm.  Motion carried by roll call vote.  
No action was taken during closed session, and the committee did not reconvene 
to open session. 
 
Adjourn: The meeting was adjourned at the end of closed session at 6:57pm.   
 
Minutes by Alyssa Gaffney, Village Clerk 
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AGENDA ITEM REPORT 
 

 

 

MEETING DATE   PREPARED BY 

July 5, 2023   Andrea Murleau  
  
AGENDA ITEM # 2.b 

Personnel Report 
  
BACKGROUND 
 

  
RECOMMENDATION 
 

  
ATTACHMENTS 

1. Personnel Report HR 7.5.2023 
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Finance and Personnel Committee Report for 07.05.2023 

 

New Hires Regular Full Time Staff:   

PD- Sergeant – Jerron Wetter – Start 06.07.2023 

 

New Hires Part Time Staff:  

Library- Shelver- Lauren Johnson Start 06.14.2023 

 

Seasonal Hires:  

Recreation Department: 

June hires consist of individuals teaching rec programs like gymnastics, cheerleading, softball, Volleyball, 

etc.   

• 9 Returning employees – contract – 1099  

• 8 new employees – W-2 employees  

 

 

Resignations in June:  

Public Services – Crew Person  – Dylan Bongard – 06.02.2023 

 

LTE Terminations:  

Administration – Finance - Amy Hall – 06.17.2023  

Administration- Human Resources- Char Horsfall- 06.19.2023 

 

 

Retirements:  

Public Works – Mechanic – Greg Burreson  - Effective 09.01.2023 

 

 

Page 6 of 52



  
 

 

Recruitments:  

Public Works – Phone screens conducted and onsite interviews happening 06.28.2023 Through 

06.30.2023 

 

Mechanic (Replacement for Burreson)  - 3 applicants – 2 phone screens – 1 onsite interview  

Crewperson(Replacement for Bongard) – 9 applicants- 5 phone screens – 4 onsite interviews  

 

  

In Progress with Various Department Heads 

Library - Jessica Gretzinger  - Continuing to work  with Jessica on a compensation ranges for employees 

utilizing new information from the compensation analysis I created for her.  She is putting a presentation 

together and I will be joining her at the Library Board Meeting on 07.27.2023 to answer any questions 

that may come up. 

 

PD – Chief Vierck – New Sargeant Jerron Wetter started 06.07.2023 – will attend the F&P meeting in 

August to introduce himself as he is out for some pre-scheduled vacation in July. So Far onboarding 

seems to be going well and I have gotten good feedback from him within the first couple of weeks that 

his onboarding experience has been going well.  

 

Recreation -Jill Dudley and Megan James – Rec department hires are going well. We are continuing to 

gather hiring paperwork for seasonal employees who are running the recreational programs.  

 

Utilities -  

Electrical – Intermittent FMLA - Jordy welcomed baby girl Jaycee Schmitz over Memorial day weekend.  
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AGENDA ITEM REPORT 
 

 

 

MEETING DATE   PREPARED BY 

July 5, 2023   
 

 
  
AGENDA ITEM # 2.c 

Finance Director/Treasurer Update 
  
BACKGROUND 
 

  
RECOMMENDATION 
 

  
ATTACHMENTS 

1. Summary Finance Director-Treasurer 07.05.2023-revised 
2. util comm minutes 071222 
3. Water Capital Budget 2022-2023 
4. Water 2022.2023 Projects -NO ARPA FUNDS 
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Finance Director/Treasurer July 5th Update: 
 
I realize there is a lot of informa�on below, and I am happy to walk through this on July 5th.  I have 
atached a few documents that may prove helpful.  It is unfortunate that I was not able to atend the 
mee�ng on June 7th to help field any ques�ons surrounding the upcoming debt offering, pertaining to 
the Water U�lity. 
 
I knew about the cash deficit when closing the December books.  Two drivers that led to the cash deficit 
in the water u�lity: 
 

1. Timing of lead line replacement reimbursements 
2. Overspending of water main replacements-(PUBLIC side), (approved by the U�lity 

Commission on July 12, 2022). 
 

Timing of lead line replacement reimbursement (PRIVATE SIDE): 
 

In order to follow the proper protocol for the DNR grant, we had to have in hand ALL invoices for each 
property owner, before we could do a submital for any specific owner address.  One contractor in 
par�cular was slow in ge�ng invoices to us.  By slow, I mean work that was performed in October 
/November, but not invoiced to us un�l February and March in 2023.  Therefore, we had paid all the 
other contractors that submited their invoices in a �mely fashion, because the work was performed in 
2022.  We did not receive reimbursement from the DNR un�l we could provide ALL the invoices for a 
specific address.  This alone put us in a nega�ve cash posi�on at the end of the year of $856K.  This was 
a TIMING difference only, not an “error” on anyone’s part.  We did what we could do on our end to 
expedite the process.  It was a very administra�ve process to gather the invoices and documenta�on for 
submital to the DNR.  The DNR scru�nized each and every charge.  We have received $1,514,866.30 as 
of June 28th.  As of December 31, 2022, $856,041.15 was expended as CASH for this project and this 
pertained to just a �ming difference at year end.  In other words, as of June 28th, we have received all 
$1.5M back and our accoun�ng is now whole pertaining to this project.  REVENUE=EXPENSE 
 
Kevin Mullen of Baird came to the mee�ng on June 7th because he wanted to field any ques�ons 
surrounding the credit ra�ng.  The great news is that our credit ra�ng itself did not change due to a 
myriad of sound financial decisions at the Village.  The outlook became “nega�ve” due to temporary 
transfer/advances between the funds, primarily between the enterprise funds.  This nega�ve cash was 
driven by �ming of the DNR Private side grant as described above.   
 
We had several conversa�ons with Moody’s.  Moody’s concern was to have a “plan” to return the water 
u�lity posi�on back to 2021 historical cash levels.  When they reviewed the audited financial statements, 
they inquired about the advances between the u�lity funds.  We discussed the overall plan with Moody’s 
and explained the �ming of the lead line replacements (private side), in addi�on to the overspending 
that occurred in the water u�lity.   
 
On our internal accoun�ng systems, we can leave the cash nega�ve due to the pooled cash alloca�ons.  
These advances, or accoun�ng reclassifica�ons were only reflected on the external financial statements 
for presenta�on purposes.     
 
 
Overspending of Water Main Replacements-(PUBLIC SIDE): 
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We took the opportunity when the streets were opened up for the lead line replacement (private side) 
to also include the lead line and water main improvements (public side).  This was discussed in great 
length at the July 12, 2022 U�lity Commission mee�ng where the Commission authorized this addi�onal 
spending.  Also, as was discussed during several Finance budget mee�ngs last Fall, as this was added as a 
poten�al item to be covered under ARPA funding.  Namely, $600K of the spending as a poten�al 
placeholder.  As you know, the Finance Commitee does not want to pursue/use ARPA funds for this 
project as discussed at the June 7th mee�ng.  
 
First, to be very clear, there were no accoun�ng “errors” whatsoever.  What occurred were a couple 
accoun�ng presenta�on issues that were completely resolved by myself and the auditors during the last 
few months.  There were no surprises.  I worked with the auditors over several weeks to create 
advances/accoun�ng entries between the funds from an external financial statement presenta�on.  We 
actually didn’t have to create accoun�ng entries on our internal books.  On our internal accoun�ng 
systems, we can leave the cash nega�ve due to the pooled cash alloca�ons between the enterprise 
funds.  These advances, or accoun�ng reclassifica�ons, were only reflected on the external financial 
statements merely, for presenta�on purposes.     
 
The U�lity commission approved the award of Contract 22-104 at a commitee mee�ng on 07.12.2022 
as indicated in Atachment A. Many efficiencies were gained by going in “once” when several road 
improvement projects were being made, as well as the same �me as the DNR grant-lead services private 
side (residents). We would not have pursued as much of this work if it wasn’t for the $1.56M DNR grant 
that we received.   The Commission authorized this spending at this mee�ng, since it made economic 
sense to complete the work when other projects were being done.    
 
Let me remind you that the road improvement and water main projects were budgeted in the 2022 CIP.  
For 2022, we did have a budget of $1,420,000 for “lead service replacements” that was designated in the 
Capital Improvement Plan approved by the Board in November 2021. This is for the PUBLIC side of the 
lead line replacements.   See Atachment B for the Capital Improvement plan pertaining to the Water 
u�lity. For the enterprise funds, typically borrowing or replenishment from the revenue sources are used 
to replenish cash levels when major projects are authorized.  
 
Atachment C summarizes 2022/2023 actual and projected forecast spending, in addi�onal to future 
spending in the Water U�lity.  I also noted in this schedule that ARPA funds will not be used to fund the 
water u�lity. This means more debt will be issued to return the water u�lity cash to 2021 levels.   
 
Nic and I have worked with Baird over the last several months to have a plan to obtain reimbursements 
for 2022 costs.  First and foremost, we took care of the debt pertaining to the street improvements. I 
have kept the Finance Commitee informed throughout this process, as well as the Village Board of the 
recent closing of the $2.250M General Obliga�on Promissory Notes that closed on 6.15.2023.  Since this 
was funding for the General Fund, this took priority over the financing for the Water U�lity, because as 
men�oned earlier, this is an Enterprise fund and has a revenue source.  For the same reasons, the road 
improvement budget (General fund) also overspent for 2022, as discussed at previous Village Board 
mee�ngs.  It made economic sense to do all the work while the roads were torn up, plus the costs 
increased (infla�on) since the budget for 2022 was approved in November 2021.   
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Other updates: 
 
Website Improvement- Bid opportunity -Bids and details with the Village of Mount Horeb are now 
posted online. 
 
htps://wi-mounthoreb.civicplus.com/Bids.aspx 
 
Recently I posted the 2023 Senior Center remodel bid opportunity.  This por�on of our website is new 
for July 2023!  We keep making our website beter and beter all the �me u�lizing all the func�onality it 
offers! 
 
Interested par�es can also sign up to be informed via text message or email when new bids are 
added.  (Simply follow the instruc�ons on our No�fy Me page).   Contractors can sign up for informa�on 
on future bid opportuni�es.  Please check out this sec�on of our website.   
 
Electric Rate Case Update: PSC has not finalized the Rate Order, may not have final order before July 1st 
effec�ve date.  There is nothing we haven’t completed on our end, just that the PSC is doing final review 
(they are short staffed as well).  
 
Simplified Rate Case Water: Due to many capital improvements described below, we no longer qualify 
for a simplified rate case since our rate of return will exceed the tests performed for this considera�on.  
We discussed with the u�lity auditors and one op�on would be a full blown rate case which entails more 
costs.  We decided to pursue a debt offering to close the gap to return cash levels to 2021 levels.  We will 
revisit and we will con�nue to monitor the situa�on and will look at again in 2024 if a rate increase is 
necessary. 
 
TID 3 and TID 5- Department of Revenue reports filed 
 
2023 Financials 
 
2024 Budget 
 
League of Municipality Conference-2023 Clerks Treasurer and Finance Officers Ins�tute- 

atended June 21st-23rd, Key Takeaways:  
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VILLAGE OF MOUNT HOREB  
UTILITY COMMISSION MEETING MINUTES 

JULY 12, 2022 
 
 
The Mount Horeb Utility Commission met in regular session in the boardroom of the Municipal 
Building, 138 E Main Street, Mount Horeb, WI.   
 
Call to Order/Roll Call: Chairman Temby called the meeting to order at 7:00 pm. Present 
were Glover, McNall, Czyzewski, Halverson and Vierima. Village Administrator Nic Owen, 
Wastewater Superintendent John Klein, Electric Superintendent Jordan Schmitz, Water 
Superintendent Josh Hyndman, and Finance Director/Treasurer Joan Stuessy were also 
present. 
 
Public Comments: None 
 
Minutes: McNall moved, Glover seconded to approve the minutes of the June 14, 2022 
meeting as presented, carried by voice vote. 
 
  
2021 Utilities Audit Presentation by Baker Tilly Bethany Ryers, who is the Partner in 
charge of the Baker Tilly audit for the Utility, presented the high-level findings for the annual 
audit of the Enterprise funds for the Village of Mount Horeb. She discussed various financial 
metrics for the Electric, Water, and Wastewater funds, including actual rate of returns, 
unrestricted reserves, debt coverage, and investment in capital for each respective utility. 
Bethany described 2021 results for each financial metric and discussed the trends over the 
last five years.   
 
Recommendation of award of contract for water main replacement Josh Hyndman 
discussed recently received cost estimates for water service replacements, assuming 27 lead 
lateral replacements.  McNall moved, Lyle seconded to approve the lead service 
replacements.  
 
Consideration of Transformer Investigation and Repair  Jordan Schmitz discussed the 
Forster Electrical Engineering estimate cost schedule for improvements to the Wally Road 
Substation. 
 
 
Consider bank account information and vouchers for June 2022  The voucher check 
report and bank account information were reviewed. Glover moved, Czyzewski seconded to 
approve the vouchers and bank account information for June, as presented, carried by voice 
vote. 
 
 
Review five-year capital projects plan for Electric Utility Jordan Schmitz discussed the 
five-year capital project plan for the Electric Utility for informational purposes. 
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Review five-year capital projects plan for Water Utility Josh Hyndman discussed the 
five-year capital project plan for the Water Utility for informational purposes. 
 
 
Review five-year capital projects plan for Wastewater Utility John Klein discussed 
the five-year capital project plan for the Wastewater Utility for informational purposes. 
 
Electric Department Report: Schmitz reviewed the monthly report.   
 
Water Superintendent Report: Hyndman reviewed the monthly report.   
 
Wastewater Superintendent Report: Klein reviewed the monthly report. 
 
Utility Manager Report: Gaffney had nothing to report per Joan Stuessy   
 
Adjournment: There being no further business before the Commission, Halverson moved, 
Czyzewski seconded to adjourn the meeting at 8:37 pm, carried by voice vote. 
 
Minutes by Joan Stuessy, Finance Director/Treasurer 
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Village of Mount Horeb / Mount Horeb Utilities
2023-2026 Capital Improvement Plan

Expense
Other 

Revenue Levy/Rate Expense
Other 

Revenue Levy/Rate

UTILITIES
Water
#26 2010 Chev K25 75,000 7,000  68,000 
1995 Air Compressor 50% - - - 
Tower #3 Cleaning 12,000 12,000 - 
Tower #6 Clearning 2,000  2,000  - 
System Leak Detection 4,200  4,200  5,000  5,000  
Main Replacement - 1,390,257  1,390,257  - 
Well #5 Inspection (2026) - - 
Lead Service Replacements 1,420,000  1,420,000  - - 
Meter Replacements 43,000 43,000 110,000  110,000  
Well #3 Reroof (2022) 30,000 30,000 - 
Well #4 Reroof (2025) - - 
Water Total 1,586,200 1,427,000 159,200     1,505,257 1,390,257 115,000     

2022 2023
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AGENDA ITEM REPORT 
 

 

 

MEETING DATE   PREPARED BY 

July 5, 2023   Joan Stuessy, Finance Director 
/ Treasurer  

  
AGENDA ITEM # 2.d 

Discuss Payment in Lieu of Taxes (PILOT) 
  
BACKGROUND 

Village of Mount Horeb has the following Payment in Lieu of Taxes (PILOT): 
 
1.    Utilities -Water and Electric 
2.    Wisconsin Illinois Senior Housing Inc. (WISH) aka Ingleside 
3.    Dane County Housing Authority 
4.    Department of Natural Resources 
 
See attached documentation regarding the Village of Mount Horeb 
PILOT  agreements.  Bookmarks are associated with each agreement (attachments) 

  
RECOMMENDATION 

There was discussion at last month's Finance and Personnel meeting regarding 
creating a template for future potential pilots. 
 
I would also like to clarify a few questions that came up at last month's meeting.   

  
ATTACHMENTS 

1. PILOT-Village of Mount Horeb 
 

Page 17 of 52



Village of Mount Horeb has the following Payment in Lieu of Taxes (PILOT): 

 

1. U�li�es -Water and Electric 
2. Wisconsin Illinois Senior Housing Inc. (WISH) aka Ingleside 
3. Dane County Housing Authority  
4. Department of Natural Resources 

 

Background:  

What are “PILOTs”? Payments in lieu of taxes are usually nego�ated between a municipality and individual nonprofits. 
PILOTs can be ad hoc payments by one or more nonprofits, or they can be standard payments from a wide range of 
nonprofits when a local government has a systema�c PILOT program that provides guidance regarding expected 
contribu�ons. PILOTs can be one-�me payments, but nego�a�ons some�mes lead to contracts s�pula�ng con�nued 
payments for many years.  

PILOTs are o�en framed in two ways. First, they are considered a means to par�ally offset property tax revenue forgone 
because the nonprofit’s property is tax-exempt. Second, they are thought of as contribu�ons to cover the nonprofit’s 
share of the cost of public services provided by municipali�es that are normally funded with property taxes (e.g., fire 
services, road maintenance, or snow removal). Regardless of the stated ra�onale, both of these arrangements are PILOTs 
according to the defini�on used in this report. The basis for deciding upon an appropriate PILOT amount varies across 
municipali�es. Some ask tax-exempt ins�tu�ons to pay a specific propor�on of the property taxes the ins�tu�on would 
owe if taxable. Others base the PILOT on some measure of the size of the nonprofit’s property, such as square footage, or 
the size of its economic ac�vity, such as number of employees or dormitory beds. The cost of basic services provided to 
nonprofit ins�tu�ons is also used as a guide, but in many cases PILOTs are completely ad hoc and nego�ated without any 
apparent basis. In all cases, a primary characteris�c of a PILOT is that it is voluntary; that is, there is no law requiring a 
nonprofit to make a PILOT. 

While they share in a full range of city services, tax exempt proper�es do not contribute to the opera�on of city 
government to the same extent that non-exempt proper�es do. 

Wisconsin law defines proper�es eligible for tax exemp�on. Owners of proper�es that meet the legal criteria for 
exemp�on are not required to pay local property taxes. 

Some exempt property owners, however, choose to make a “payment in lieu of taxes”, or PILOT. While they are not 
obligated to pay property taxes, they acknowledge the local government services they receive and agree to a voluntary 
payment. 

PILOTs reflect an exempt owner’s sense of community. Those who make PILOTs recognize they benefit from the police 
and fire departments; they use city infrastructure; and they know city government requires resources to promote 
development and keep residents healthy. 
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Discussion of specifics to Village of Mount Horeb: 

U�li�es -Water and Electric 

The calcula�on is determined by state statute. The governing body can approve a lower amount for the transfer, if it 
likes, but the total cannot exceed the calcula�on. It is based on the beginning plant balances and the Village mill rates 
and assessment ra�o. 

While municipal water and electric u�li�es are expressly authorized to make annual PILOTs into the municipality’s 
general fund, no similar authority exists allowing communi�es to add a tax equivalency charge to sewer service fees. 
Wisconsin Stat. § 66.0811(2) provides that the income of municipal water and electric u�li�es may be used to make local 
and school tax equivalents. A Public Service Commission (PSC) administra�ve rule provides further guidance. Wisconsin 
Admin. Code § PSC 109.02 states that the maximum tax equivalent for a municipal water or electric u�lity shall be 
determined by applying the local and school tax rates to the gross book value of the plant plus materials and supplies 
mul�plied by the assessment ra�o for the municipality. 

2022 calculations:  Account 100-413100-000 

Water: $204,270  

Electric: $187,428 

Total: $391,698 

See atached agreement – PSC Staff Report 2013 

============================================ 

2022 calculations:  Account 100-413200-000 

Wisconsin Illinois Senior Housing Inc. (WISH) aka Ingleside - $33,665.70 

See atached agreement – in process of renewing for 2023 

Dane County Housing Authority -$6,123 

See atached agreement 

Department of Natural Resources- $268.65 

See atached agreement 

======================================================== 

Other Misc Background- 

Resolu�on 2012-30 -Preserva�on of Municipal U�lity PILOTS  (Atached) 
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PUBLIC SERVICE COMMISSION OF WISCONSIN 

 

 

INVESTIGATION INTO MUNICPAL UTILITY PAYMENT IN LIEU OF TAXES (PILOT) 

Staff Report 

Docket 5-GF-215 

 

January 30, 2013 

Denise Schmidt, Program and Policy Analyst 

Jeffrey Ripp, Assistant Administrator 

Division of Water, Compliance, and Consumer Affairs 
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1 
 

Introduction 

Municipally owned water and electric utilities in Wisconsin are subject to a payment in 

lieu of local general property taxes, or PILOT.  In contrast, investor-owned utilities pay a gross 

receipts tax.  For rate-making purposes, the Commission makes an allowance for PILOT as a 

component of a utility’s total revenue requirements.  Over time, the PILOT payments have 

become a substantial portion of the revenue requirements for municipal water utilities.   

Commission staff and others have raised concerns about the PILOT payment’s impact on 

utility costs and rates, primarily with respect to municipal water utilities.  On January 25, 2012, 

the Commission opened an investigation on the PILOT calculation for municipal utilities and 

directed staff to investigate the following issues: 

1. The statutory authority for municipalities to collect a PILOT from municipal utilities; 

2. The Commission’s procedures for calculating the PILOT amount; 

3. Whether municipalities distribute PILOT revenues to other local taxing jurisdictions, 

including school districts; 

4. The amount that municipal water and electric utilities paid in lieu of taxes in calendar 

years 2010 and 2011; 

5. The percentage of municipal utility revenue requirements attributable to PILOT in 

2010 and 2011; 

6. An estimate of the amount that would have been paid as a gross receipts tax, had such 

a tax been in place, for municipal water and electric utilities in 2010 and 2011; 

7. The number of utilities that paid less in PILOT to their municipality than the 

maximum authorized amount for 2010 and 2011;  
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2 
 

8. The statutory exemption from PILOT for sewer utilities and town sanitary districts, 

and; 

9. The capital intensity of municipal water and electric utilities in Wisconsin.   

Commission staff conducted an analysis of these nine issues and prepared a draft report 

of findings dated September 28, 2012.  On October 11, 2012, staff presented the draft report and 

received feedback from interveners and other interested parties in a meeting held at Commission 

offices.  In addition, the Commission has received written comments on the report and its 

findings.  A list of attendees from the October 11 meeting are provided in Appendix 1, and the 

public comments appear in Appendix 2. 

Issue 1: Statutory Authority for PILOT 

In estimating a municipally owned water utility’s operating expenses for rate-making 

purposes, the Commission has made an allowance for local taxes since 1918.  See Re Edgerton, 

1918B PUR 724 (December 31, 1917).  See also Re City of Milwaukee, 1927B PUR 229 

(December 9, 1926).  In 1937, the Legislature codified the Commission’s practice by amending 

Wis. Stat. § 66.06(11)(c), to include local and school tax equivalents among the valid expenses 

of a municipally owned utility that is tax exempt: 

‘The income of a public utility owned by a municipality shall first be used to meet 
operation, maintenance, depreciation, interest, and sinking-fund requirements, 
local and school tax equivalents, additions and improvements, and other 
necessary disbursements or indebtedness …” (Emphasis added.) 
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Issue 2: Commission Procedures for Calculating PILOT 

In 1955, the Commission established a rule for determining the tax equivalent for 

municipal utilities.  Re Tax Equivalent for Municipal Utilities, Docket No. 2-U-4447 

(July 11, 1955).  In Re Tax Equivalent, the Commission adopted Wis. Admin. 

Code ch. PSC 125, providing in part: 

ch. PSC 125.01. Electric and/or water utilities; computing tax equivalent.  An 
acceptable ‘tax equivalent’ for all municipal electric and/or water utilities may be 
determined by either of the following methods: 
 
(1) Apply the local and school tax rate to the gross book value of plant plus 
materials and supplies multiplied by the ratio of assessed value to full value as 
found by the Wisconsin Department of Taxation for the community involved; or 
 
(2) Apply the local and school tax rate to the net book value of plant plus 
materials and supplies. 
 

The Commission adopted ch. PSC 125, and later ch. PSC 109, which superseded 

ch. PSC 125, to govern calculation of the tax equivalent.  By 1985, however, property taxes for 

privately owned utilities were replaced with a gross receipts tax.   

PSC regulations establish a formula for the maximum allowable PILOT charge in Wis. 

Admin. Code § PSC 109.02 which provides: 

§ PSC 109.02. Municipal utilities; computing tax equivalent.  The maximum 
“tax equivalent” for any municipal utility (except a sewer utility) shall be 
determined by applying the local and school tax rates for the calendar year to the 
gross book value for the calendar year of plant plus materials and supplies 
multiplied by the assessment ratio for the municipality involved. 
 
These regulations also give authority to the Commission to establish a charge in excess of 

the maximum allowable: 

§ PSC 109.03. Municipal utilities; higher tax equivalent.  If a tax equivalent 
greater than that obtained by the method in s. PSC 109.02 is desired, the written 
approval of the commission must be obtained. 
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In 1994, the Commission opened a docket to consider changes to Wis. Admin. 

Code ch.  PSC 109 “[i]n order to return the tax equivalent to its original purpose of achieving 

rough equivalence with privately-owned utilities.”  Revisions of Chapter PSC 109, Tax 

Equivalent for Municipal Utilities, Docket 1-AC-145, 1995 WL 867887 (Sept. 15, 1995).  

Because ch. PSC 109 remained unchanged since 1985 when property taxes for privately-owned 

utilities were replaced with the gross receipts tax, the tax equivalent under ch. PSC 109 

substantially exceeded what would be calculated under the gross receipts tax.  Id.  “For some 

municipal utilities, the tax equivalent now comprises a substantial portion of the revenue 

requirement.”  Id. 

In 1995, the Legislature established a minimum PILOT payment because utilities’ tax 

equivalents were expected to decrease as a result of property tax relief provisions in 1995 Wis. 

Act 27.  See COMPARATIVE SUMMARY OF BUDGET PROVISIONS ENACTED AS 1995 ACTS 27 

AND 113, at 945 (WI Legislative Fiscal Bureau, 1995).  Act 27 amended Wis. Stat. 

§ 66.069(1)(c) (previously § 66.06(11)(c)), , adding  that “[b]eginning with taxes levied in 1995, 

payable in 1996, payments for local and school tax equivalents shall at least be equal to the 

payment made on the property for taxes levied in 1994, payable in 1995, unless a lower payment 

is authorized by the governing body of the municipality.” 1995 Wis. Act 27, § 3316m.  

Later, 1999 Wis. Act 150 renumbered Wis. Stat. § 66.069(1)(c) as § 66.0811(2).  

All calculations of PILOT are based on the gross book value of total utility plant, which 

includes plant that is contributed by outside sources.  The gross book value is calculated using 

the original cost of a utility’s investment in plant. 
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Issue 3: Municipalities’ Distribution of PILOT Revenues to Other Local Taxing 

Jurisdictions 

The formula used to compute the maximum PILOT for municipal utilities is found in 

Wis. Admin. Code § PSC 109.02.  This formula includes both a local and school tax component.  

The Commission expressed an interest in determining whether municipalities receiving PILOT 

revenues shared these revenues with the local school districts.  Staff was unable to discover any 

instances of PILOT revenue sharing through conversations with interveners and other 

stakeholders.  In general, staff found that revenues collected through PILOT remain within the 

municipalities and are not distributed to school districts or to the other taxing jurisdictions 

included in the PILOT calculation.  However, a more detailed analysis could reveal one or two 

exceptions to this general practice. 

Issue 4: Amount of PILOT Paid 

Municipal water utilities made PILOT payments totaling $87.4 million in 2010 

and $92.9 million in 2011.  During the same time period, municipal electric utilities made PILOT 

payments totaling $18.4 million and $19.3 million, respectively.  Table 1 provides detailed 

PILOT amounts by utility class. 
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TABLE 1 
Total PILOT Amount Paid 

 
Utility Type 2010  2011 
Water Amount No. of Utilities  Amount No. of Utilities 
Class AB $62,916,059 96  $67,137,268 97 
Class C 16,898,934 139  17,765,683 138 
Class D 7,549,271 274  7,954,143 276 
Total $87,364,264 509  $92,857,094 511 
      
Electric Amount No. of Utilities  Amount No. of Utilities 
Class AB $13,831,927 32  $14,549,677 32 
Class C 4,531,082 49  4,700,368 49 
Class D 11,025 1  11,025 1 
Total $18,374,034 82  $19,261,070 82 

  

Issue 5: Percentage of Total Revenue Requirements the PILOT Payment Represents  

Table 2 displays the authorized PILOT as a percentage of the revenue requirement for 

municipal utilities, by class.  Water utilities’ PILOT payments amounted to, on average, 14.9 

percent of the total revenue requirement in 2010 and 14.8 percent in 2011.  Ironton Water Utility 

in Sauk County paid the largest PILOT, by percentage, at approximately 66 percent of its total 

revenue requirement in both 2010 and 2011.  At the other end of the range were those water 

utilities authorized by their municipalities to pay no PILOT, with 57 water utilities so authorized 

in 2010 and 62 in 2011, as shown in Table 3. 

In contrast, municipal electric utilities’ PILOT payments averaged 2.6 percent of their 

total revenue requirement in both 2010 and 2011.  The maximum percentage paid was 7.0 

percent in 2010 and 6.3 percent in 2011, with one municipal electric utility authorized to pay no 

PILOT in both years. 

Detailed summaries of PILOT payments for each municipal water and electric utility in 

2010 and 2011 are included as Appendices 3 and 4 (water) and 5 and 6 (electric).   
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TABLE 2 

PILOT as Percentage of Total Revenue Requirement 
(All Numbers in %) 

 
Utility Type 2010 

 
2011 

Water Avg. Min. Max. Median 
 

Avg. Min. Max. Median 
Class AB 14.5 0.0 27.9 15.2 

 
14.3 0.0 27.9 15.0 

Class C 16.2 0.0 33.1 16.9 
 

16.7 0.0 43.5 17.2 
Class D 15.2 0.0 65.6 16.4 

 
16.0 0.0 66.2 16.5 

All Utilities 14.9 0.0 65.6 16.2 
 

14.8 0.0 66.2 16.3 
          
Electric Avg. Min. Max. Median 

 
Avg. Min. Max. Median 

Class AB 2.5 1.2 5.2 2.5 
 

2.6 1.3 4.9 2.7 
Class C 2.7 0.0 7.0 2.5 

 
2.7 0.0 6.3 2.6 

Class D 3.0 3.0 3.0 3.0 
 

3.0 3.0 3.0 3.0 
All Utilities 2.6 0.0 7.0 2.5 

 
2.6 0.0 6.3 2.6 

 

TABLE 3 
Number of Utilities Authorized to Pay $0 in PILOT 

 
Utility Type 2010 

 
2011 

Water 
 

  
Class AB 1 

 
1 

Class C 3 
 

3 
Class D 54 

 
59 

All Utilities 57   62 
 

   Electric    
Class AB 0   0 
Class C 1 

 
1 

Class D 0 
 

0 
All Utilities 1   1 
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Issue 6:  Gross Receipts Tax Calculation 

 If municipally owned water and electric utilities were assessed taxes in the same manner 

as privately-owned utilities, they would pay a 3.19 percent gross receipts tax, as outlined in Wis. 

Stat. § 76.28(2)(c)2.  The gross receipts tax is collected by the State, while PILOT is collected 

and retained locally.  Table 4 examines what the gross receipts tax would have been in 2010 and 

2011 for municipal utilities.  To be consistent with the tax calculation method applied to 

privately-owned utilities, the revenues used to calculate the gross receipts tax exclude 

interdepartmental sales, interdepartmental rents, and deductions from sales and use taxes. 

 

TABLE 4 
Equivalent Gross Receipts Tax 

(3.19% of Revenues) 
 

Utility Type 2010 
 

2011 
Water 

 
   

Class AB $13,048,574 
 

$14,150,361 
Class C 3,301,426 

 
3,383,024 

Class D 1,573,737 
 

1,585,895 
Total $17,923,738   $19,119,280 
 

   Electric    
Class AB $17,334,681 

 
$17,952,251 

Class C 5,291,255 
 

5,593,502 
Class D 11,881 

 
11,841 

Total $22,637,817   $23,557,594 
 

 

Had the gross receipts tax been in place, water utilities would have paid $17.9 million 

in 2010 and $19.1 million in 2011.  In other words, municipal water ratepayers would have paid 

between $69.4 million and $73.7 million less had the municipal water utilities paid taxes in the 

same manner as privately-owned utilities.  In contrast, municipal electric customers would have 
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paid approximately $4.3 million more in both 2010 and 2011 had a gross receipts tax been in 

place. 

Issue 7: Number of Municipal Utilities with PILOT Payments Lower Than the Maximum 

Authorized Amount 

Wisconsin Stat. § 66.0811(2) provides a statutory formula for determining the minimum 

allowable amount of the PILOT.  This statute does not explicitly identify who has the authority 

to set the minimum PILOT and does not contain any reference to the Commission’s authority to 

review or adjust this amount.  It does, however give explicit authority to the governing body of 

the municipality to set an amount lower than the statutory minimum.  In Revisions of Chapter 

PSC 109, the Commission observed: 

• The statutory change essentially provides the governing body of a 
municipality which owns a public utility the discretion as to the 
appropriate level of tax equivalent. 

 
• This statutory language allows the municipality to ‘freeze’ the tax 

equivalent payment at the 1994 level.  In application, future tax 
equivalents could be at the prior year’s level, the level of the 1994 base 
amount or an amount equal to the current calculation under ch. PSC 109, 
Wis. Adm. Code.  The choice is up to the municipality. 

 
• Pursuant to s. 66.069(1)(c), Wis. Stats., the determination of the level of 

the municipal tax equivalent is the responsibility of the local municipal 
officials.  Utility personnel will need to work with their municipal officials 
in establishing an appropriate level of tax equivalent for their situation.  
The utility will be responsible to report this dollar amount in the filing of 
all its financial statements, rate case applications and other miscellaneous 
reporting requirements before the Commission. 

 

Table 5 displays the number of municipal utilities that received authorization to 

pay less than the maximum authorized amount of PILOT in 2010 and 2011.  In both 

years, approximately 23 percent of the municipal water utilities had a lower PILOT 

authorized, resulting in a reduction in total payments of $5.8 million in 2010 and $5.9 
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million in 2011.  In 2010, four municipal electric utilities paid $78,262 less than the 

calculated PILOT amount.  In 2011, seven utilities paid $123,987 less than the calculated 

PILOT amount.  Table 5 includes those utilities that paid no PILOT in 2010 and 2011. 

 

TABLE 5 
Utilities With Lower Tax Equivalent Authorized 

 
Utility Type 2010   2011 
Water Number % Difference 

 
Number %  Difference 

Class A/B 12 12.5 $2,130,997 
 

15 15.5 $2,345,364 
Class C 18 12.9 1,562,784 

 
14 10.1 1,171,205 

Class D 86 31.4 2,113,161 
 

89 32.2 2,359,788 
All Utilities 116 22.8 $5,806,942   118 23.1 $5,876,357 

        Electric Number %  Difference 
 

Number %  Difference 
Class A/B 1 3.1 $24,337 

 
3 9.4 $65,909 

Class C 3 6.1 53,925 
 

4 8.2 58,078 
Class D 0 0.0 0 

 
0 0.0 0 

All Utilities 4 4.9 $78,262   7 8.5 $123,987 
 

 

  

Page 30 of 52



11 
 

Issue #8: Exemption from PILOT for Sewer Utilities and Sanitary Sewer Districts 

 Municipal sewer utilities are exempt from PILOT under Wis. Admin. Code 

§ PSC 109.05, and town sanitary districts that own and operate water utilities are exempt under 

Wis. Admin. Code § PSC 109.06.  Municipal sewer utilities are not subject to Commission 

jurisdiction, as the definition of a 'public utility' under Wis. Stat. § 196.01(5)(a)1. does not 

include a governmental unit, "who furnishes services by means of a sewerage system either 

directly or indirectly to or for the public."   A combined water-sewer sanitary district may by 

ordinance be considered a single public utility subject to PSC jurisdiction under Wis. Stat. 

§ 66.0819(2).  However, the PSC is required to treat the water and sewer systems separately in 

terms of rates, accounting, extension rules, service standards or other regulations, unless the 

Commission finds that the public interest requires otherwise.    

Issue #9: Capital Intensity of Municipal Water and Electric Utilities 

 In general, the municipal water industry is far more capital-intensive than the 

municipal electric industry.  As a measure of capital intensity, Table 6 examines the 

dollars invested in gross utility plant for every dollar of gross utility revenue.  For the 

2010 and 2011 reporting years, water utilities had between $2.76 and $152.25 invested in 

plant for every dollar in revenue, with a median of $10.66 invested per dollar of revenue.  

In contrast, the electric utility amounts ranged between $0.62 and $4.02, with a median of 

$1.58 invested for every dollar in revenue. 
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TABLE 6 
$ Gross Plant per $ Gross Revenues 

 
Utility Type 2010  2011 
Water Avg. Min. Max. Median  Avg. Min. Max. Median 
Class A/B $9.16 $3.69 $17.00 $9.22  $8.80 $3.52 $16.63 $9.22 
Class C 10.82 2.76 21.11 10.23  10.66 2.98 21.13 10.22 
Class D 11.79 3.35 152.25 11.76  12.40 0.00 147.85 11.86 
All Utilities $9.67 $2.76 $152.25 $10.62  $9.40 $0.00 $147.85 $10.71 
          
Electric Avg. Min. Max. Median  Avg. Min. Max. Median 
Class A/B $1.67 $0.63 $3.25 $1.52  $1.67 $0.62 $2.87 $1.61 
Class C 1.63 0.64 3.81 1.52  1.60 0.64 4.02 1.47 
Class D 1.86 1.86 1.86 1.86  1.87 1.87 1.87 1.87 
All Utilities $1.66 $0.63 $3.81 $1.54  $1.65 $0.62 $4.02 $1.61 

 

 

Conclusion 

The cost of PILOT payments is passed on to ratepayers in the form of higher 

rates.  PILOT payments can be a significant component of a municipal water utility’s 

revenue requirement, meaning a large portion of a customer’s water bill is actually being 

paid to support local government operations rather than water production and 

distribution.  In contrast, PILOT is a much smaller component of the revenue requirement 

for municipal electric utilities.  Because water utilities are capital-intensive, the current 

method for calculating PILOT may be a disincentive to replacing aging infrastructure and 

making improvements necessary to ensure adequate service and protect public health.  In 

addition, while the original purpose of providing for a tax equivalent was to ensure that 

municipal utilities were treated on par with privately owned utilities that paid a property 

tax, property taxes for privately owned utilities were replaced with a gross receipts tax in 
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1985.  As shown by this analysis, PILOT payments for most municipal water systems 

exceed the amount that they would otherwise pay as a gross receipts tax. 
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Village of Mount Horeb 
Resolution 2012-30 

 
Preservation of Municipal Utility PILOTs 

Whereas, state law allows municipalities to receive payment in lieu of taxes 
(PILOTs) from municipal water and electric utilities, and PILOTs to municipalities have 
been authorized since at least 1918; and 

Whereas, Public Service Commission (PSC) regulations establish a formula for 
determining the maximum allowable PILOT for any municipal utility, which is the 
municipal and school tax rates applied to the gross book value of the plant plus 
materials and supplies; and 

Whereas, under current law the governing body of a municipality owning a 
public utility has the discretion to determine the appropriate level of PILOTs; and 

Whereas, 511 municipal water utilities made PILOT payments totaling $92.9 
million in 2011 and 82 municipal electric utilities made PILOT payments totaling $19.3 
million in 2011; and 

Whereas, on January 25, 2012, the PSC opened an investigation into PILOTs 
paid by municipal electric and water utilities, and on September 28, 2012 the PSC staff 
released a draft report concluding that: 

• PILOT payments can be a significant component of municipal water utilities’ 
revenue requirements, averaging 14.9 percent. 

• The current method for calculating water utility PILOTs may be a disincentive to 
replacing aging utility infrastructure and making improvements necessary to 
ensure adequate service. 

• PILOTs for most municipal water systems exceed the amount that they would 
otherwise pay as a gross receipts tax if they were private for profit utilities.  
Whereas, there are several compelling reasons municipal utilities should make 

PILOTs to their municipalities that were not acknowledged in the PSC staff report, 
including: 

• PILOTs provide historically stable and essential revenue that is used to improve 
police, fire, and other critical public services; lower property tax rates; and 
pursue other policy goals. 

• PILOTs are a way for tax exempt entities to financially contribute towards the 
cost of municipal services and reduce somewhat the burden on property tax 
payers. 
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• Financial risk is deserving of financial reward. Municipalities, as the owners of 
utilities, should receive a dividend in return for the considerable investment they 
make and risk they incur in establishing utilities. 

• Municipal utility facilities directly benefit from public services provided by 
municipalities, such as police, fire, and snow plowing. 

•  Municipal utility facilities are located on land within the municipality that could 
otherwise be privately developed and the owners paying property taxes. 
Whereas, PILOTs and gross receipts taxes are fundamentally different and 

there is no substantive benefit in trying to skew the outputs so they are reflective of 
each other. 

Now, Therefore, Be It Resolved, that the Village Board of the Village of 
Mount Horeb, opposes any efforts by the PSC, the state Legislature, and the Governor 
to eliminate or limit PILOTs from municipal water and electric utilities. 

Introduced and passed this 7th day of November, 2012. 

 

             
      David L Becker, Village President 
 

ATTEST: 

 

      
Cheryl J Sutter, Village Clerk 
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AGENDA ITEM REPORT 
 

 

 

MEETING DATE   PREPARED BY 

July 5, 2023   
 

 
  
AGENDA ITEM # 2.e 

Town of Springdale Retroactive Resolution 
  
BACKGROUND 

The Town of Springdale sent us an email along with a resolution they passed.   
  
RECOMMENDATION 
 

  
ATTACHMENTS 

1. Email from Town of Springdale 
2. 2023-6-1 Levy Limit Exception for the MHAJFD under 2005 Wisconsin Act 484 

SIGNED 
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