Town of Sudbury
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Strategic Financial Planning Committee for Capital Funding

Minutes
Thursday December 19, 2013
8:00 AM -10:00 AM
Silva Room, 278 OIld Sudbury Road

Present: (14 members on committee)

Maryanne Bilodeau (ATM/HR Dir), Glenn Fratto (LS Finance Director), James Kelly (Combined
Facilities Dir), Lawrence O'Brien (BOS), Andrea Terkelsen (Finance Dir), Thomas Travers (CIAC),
Maureen Valente (Town Manager), Mary Will (SPS Finance Dir), Charles Woodard (BOS), Jeff
Barker (CIAC)

Absent: Robert Armour (SPS School Committee), Kevin Matthews (LS School Committee),
Andrew Sullivan (FinCom), Robert G. Stein (FinCom)

The statutory requirements as to notice having been complied with, the meeting was convened at
8:05 a.m.

Approve prior meeting minutes

Tom Travers moved to approve minutes from November 14, 2013 meeting as presented.
Larry O’Brien seconded the motion.

All voted in favor of the motion.

Chuck reviewed Revised 10 year financing scenarios and discussed Finance Strategies
These are based on the meeting with the smaller working group and prior discussions of the
committee, along with his own projections.

Sewer and Rail Trail have been added to this scenario. These are in bold on the worksheet.
(It was noted that the LS Turf fields referred to in the worksheet are the two smaller turf fields — the
larger stadium field is already included in the capital projects list of projects.)

In regards to the Fairbank Roof, Maureen Valente said that they are looking at recommending re-
voting money from the previously approved Town Meeting article for the Pool/Natatorium towards
Fairbank Roof. (Money is available because we received a grant towards the Natatorium.) Jim
Kelly said they are working with architect now on a schematic for alternative plans for the Roof.

Maureen Valente said the Fairbank Community Center could end up being much higher than
$5,000,000 which is listed on the report. It's too early to say.
Jim Kelly added that they still have the architect working on this as noted above.
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Chuck reviewed the last page of the handout which listed his Model Assumptions.
For FY 15 the assumption lists the following:
>Use excess free cash (leaving a balance of $750K - $1M) to fund Sudbury's share of the LS
Network, critical SPS & Town Small Projects, & some rolling stock;
>Capital Exclusion for Fire Truck & Ambulance;
>Defer all but critical 2015 Small Projects to 2016;
>Fairbank Roof? Defer to FY 16 if possible; otherwise debt or capital exclusion;
See notes above regarding Jim Kelly's comments.
>Police Station;
>0lId capital item within levy plus 2 1/2% for miscellaneous stuff;
>Exclusions: police station, fire truck/ambulance & possibly Fairbank roof;

His Assumptions listed for FY 16; FY 17; and FY 18 were discussed as well.

Maureen said that at the Sr. Manager meeting on 12/18, it was recommended not to spend the
previously suggested amount of $1 million strictly for rolling stock, but rather to allocate some of
these funds for a few safety related SPS projects. This included the Nixon/Curtis parking lots which
are a public safety issue. This is pending presenting to the CIAC.

Tom Travers asked when there would be an election for the proposed capital exclusion, if needed.
His concern was for L-S to be able to start on their projects immediately when school is out in June.
He felt an election in June would push out the start date, which could impact completion of school
projects.

Maureen said if there was a capital exclusion vote it would depend upon when the BOS voted to
hold the election- before or after town meeting. A special election can't be held until 35 days after
the Board of Selectmen vote to call an election.

There was some discussion about bundling the Fire Truck/Ambulance with the LS Technology
project, as opposed to taking the $500,000 for the LS project out of free cash.

There was a general discussion about when funds are available for projects if they are depending on
a ballot question to approve excluding the funds from the limits of Prop 2 %.

In Chuck's assumptions he also suggested setting up a Rolling Stock Stabilization Fund in FY 16.
This could be funded by a request a Capital Override. It takes a 2/3 vote at Town Meeting to use
money out of Stabilization Funds.

Once we get past the "bulge™ of the capital items in FY15,FY16, FY17 and FY18, Chuck's
suggested long range plan is to use debt only to finance big projects and use cash to fund the smaller
projects. (Fire trucks, etc. would still be considered capital exclusion.)

Maureen said the key thing is not to have a situation in the future where cash that is meant for
capital purchases is instead used to plug a hole in an operating budget because we could end up in
the same situation we are in now. (If we come to years where there is not money in the operating
budget to fund projects, capital projects might not be done, hence we'd have a backlog of projects as
we do now.)
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Another long term goal is to spread out our debt evenly so we don't have large spikes.

Maureen suggested that staff further separate the small projects by importance, eligibility for
bonding, and potential to be included in a “stabilization fund”. She suggested one option to
consider is putting sufficient funds in the Combined Facilities Dept (i.e.: $200,000) and some in
LS budget to take care of some of the smaller repair and maintenance items as needed.

NOTE: Small projects referred to above are items over $50,000 up to $1 million dollars.

Tom Travers said CIAC is meeting on 1/16/14 after the liaisons have met with their respective
departments. At that time they will come up with a recommendation of projects to be funded in
FY 15 based on Maureen's report to them.

Chuck would like to have a recommendation by 1/23/14 so as to have a final report to BOS on
1/28/14 for Warrant Article recommendations.

Larry O'Brien asked if the special stabilization fund would have to be a rolling stock stabilization
fund or could it be expanded to other large items. Maureen said whatever Town Meeting votes then
that's what the fund would need to be.

Ultimately we may need to create more than one special stabilization fund. We need to be clear
with what each would be used for so that everyone is clear as to what its use is.

As Chuck reviewed his model, it was noted that the LS Technology is listed at $500,000.
If the final costs of the project are more than this, LS will need to find another way to fund the
difference.

The model assumes the Police Station would receive approval from voters this year. Andrea noted
she can’t do final bonding until the project is complete or you have an "actual” final number of what
the cost will be. She'd go to market for BAN's prior to the final bonding. Currently the Police
Station Debt in Chuck’s projections was listed in FY 17. The group felt this should be moved up to
FY 16.

Tom asked if the Town could do a revenue bond for the sewer project? Andrea said it is likely we
would borrow through a state revolving fund, but it would be essentially a general obligation bond
because legally that's all we're allowed to do. Tom speculated that if there was a water or sewer
district a revenue bond could be issued. Maureen indicated that issue has not been looked into.

Jim Kelly asked how we get free cash. Andrea Terkelsen said that better than expected revenues
received and careful spending (as auditors state)...we've spent less than we planned we’d need.
Maureen added that our current Free Cash is partially based on conservative assumptions about how
revenue might increase coming out of the recession and State Aid. The other part of free cash is
from the Town and SPS budget savings. LS until recently returned its free cash to the member
towns (Lincoln and Sudbury). With the concurrence of the Finance Committee in each town the
school district retained its free cash last year and will do so again this year to deal with operating
budget shortfalls. Finally it was noted we can't plan that we'll have significant Free Cash in future
years.
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Chuck asked everyone to review his projections so that we can discuss further at our next meeting
on 1/9/14.

Maureen said that she's comfortable with using $500,000 from Free Cash for the LS Project, but not
more than that. If it's more than that other approaches should be considered, including a capital
exclusion. The group agreed.

Chuck then handed out ""Capital Funding Policy Recommendations (1)".
This is his first cut at capital spending policy recommendations based on his worksheets given out
at today's meeting.

Tom Travers asked if CIAC should use this as a guideline for when they group projects.
Andrea Terkelsen said yes that would be a good idea.

Larry recommends we add definitions for what would fall under:

-Free Cash

-Capital Exclusions

-Debt Exclusions

-Misc. (i.e. exploding boilers should come from our current Stabilization Fund.)

Maureen said we should add “continue with the capital budget within tax levy to pay for small
items” to the recommendations.

Since we don't have a Capital Funding Policy, Andrea suggested if we were using it as a suggested
policy we could take out FY's and numbers and fashion it to the categories in the worksheets with
recommendations as to how to fund them. Then the BOS could review to add to other policies as
listed in the back of the Strategic Financial Planning Report.

Chuck said he would send out the worksheets we discussed today along with another worksheet he
composed where the debt would not go down.

Meeting adjourned at 10:01 a.m.
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