Richard D. Carney
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OFFICE OF THE
TOWN MANAGER

Town of Shrewsbury
MASSACHUSETTS 01545-5398

QOctober 21, 2009

To:  Board of Selectmen
From: Daniel J. Morgado
Re:  Annual Financial Workshop

Enclosed are a series of exhibits detailing the Town’s current fiscal position in preparation of the
first session of your financial workshop on October 26, 2009.

Please advise with any questions.

Cc Finance Committee
Department Heads



FY 2010 BUDGET SEASON

FINANCIAL ISSUES
FOR THE

e At the time of printing, values for FY 2010 were still being developed.
FY Levy Limit Maximum Total Tax Excess Excess as Tax Levy Assessed Value Tax Levy
without Levy Limit Levy Capacity a % of Ceiling as % of
Debt & Maximum Assessed
Capital Levy Value
Exclusions
2010
2009 $44,300,270 $48,092,949  $48,043.025 $33,287 0.07% $124.126,806 $4,965,072,250 0.97%
2008 $42,708,480 $45,896,770  $453,864,506 $32.264 0.07% $125,449,961 $5,017,998,457 0.91%
2007 $41,119,263 $44,686,206  $44,644,721 $41.485 0.09% $128,881.988 $5,155,279.506 0.87%
2006 $39,143.373 S43,235,918 343,214,514 $21,404 0.05% $116,922,387 $4,676,895,485 0.92%
20035 $37,653.331 S41,425381  $41,399,263 $26,118 0.06% $106,260,943 $4,250,437,722 0.97%
2004 $36,196.865 S40,381.102  $39.549,134 $831,968 2.06% $99.670,197 $3.986.807.,362 0.99%
2003 $34.764,572 $39.797.377  $37,027.303 $2.770.074  6.96% $87.328,344 $3,493,141,773 1.06%
2002 $33,131,548 $36,263,184  $36,060,964 $202.220 0.56% $66,386,164 $2,655,446,563 1.36%
2001 $31.465.027  $32.315.523  $32.224,086 $91.437 0.28% $64,707,000 $2.588,280,006 1.24%
i
|Actual unused capacity in FY 2003 was $365,056 due to
the use of the $2,385,000 bond premium via Free Cash
e The CIP ratio has stabilized in the last four years. Town of Shrewsbury tax burden continues to be below
communities in the region (Exhibits 1.1, 1.2 and 1.3):
[y Residential Open Commercial Industrial Personal Total Res/OS as CIP as % l
Space Property % of Total of Total***
2010
2009 $42,274,362 $27,940 $3,578,347 $1,651,273 $529,977 $48,061,899 38.02 11.98
2008 340,508,943 $27.512 $3.324,985 $1.577.782 $425,283 345,864,506 88.38 11.62
2007 $39,398,448 $27,101 $3,171.601 $1,687,643 $359.927 $44,644,720 88.31 11.69
2006 $38,039.674 $24,760 $3,101,144 $1,688,763 $360,174 $43,214.515 88.08 11.92
2003 $36,287,392 $31,000 $3.116.629 $1,601,200 $363,043 341,399,264 87.73 12.27
2004 $34.417.527 $28,748 $3,093,957 $1,624,559 $384.343 $39,549,134 87.10 12.90
2003 331,669,588 $23.373 $3,155,765 $1,584,456 $594,120 $37,027,302 85.59 14.41
2002 $30,155,270 $26,203 $3,428.258 $1,647.7853 $803,448 $36.060.964 33.70 16.30
2001 $26,894,514 $23913 $3,079,012 $1,487,858 $738.789 $32,224.086 83.34 16.46




e  FY 2010 New growth will be the lowest in decades. There will be an improvewment for FY 2011.

Fiscal Year New Growth

2010

2009 $524,078
2008 $561,235
2007 $997,304
2006 $548,711
2005 $551,544
2004 $363,179
2003 $804,735
2002 $879,895
2001 $1,419,357

e  Status of school choice and charter schools assessments and reimbursements. The Charter School program
is heavily subsidized (Exhibit 3.1) and a change in formula or practice will have an impact to the bottom
line. Note charter schools enrollment has increased by 65% in the last two years:

Cost of

Number of Net Cost of Number of School

Fiscal Year Students Charter School Students Choice
(FTE) Tuition (FTE) Program
2010 142 (est) $692,945 22.0 (est) $115,000
2009 110.15 $510,991 18.5 $106,833
2008 86.00 $344.886 13.7 $78,480
2007 61.23 $224,890 10.0 $61,861
2006 38.30 $204,783 16.5 $88.162
2005 25.48 $168,898 17.1 $104,140
2004 20.00 $160,161 16.5 $78,761
2003 23.50 $170,601 10.7 $46,558
2002 21.15 $94,256 13.2 $53,319
2001 24.44 $52,736 4.7 $21,108

o  The status of State Aid in FY 2010 and beyond (Exhibit 3.1). As of this writing the Town is awaiting “9C”
reductions for FY 2010 (note amounts include SBAB payments of $3,488,853)..

Fiscal Year Total State Aid
2010 $25,442 452
2009 $26,511,950
2008 $25,486,284
2007 323,727,465
2006 $21,077,629
2005 $18,621,647
2004 $16,744,700
2003 $12,679,840
2002 $11,648,532
2001 $10,595,853

(V8]



o  Status of local receipts in light of current economic climate (Exhibit 4.1) and the continuing uncertainty of
motor vehicle excise (See Exhibit 4.2). Note FY 2009 revenue deficit of $142,758. The adoption of the local
option meals tax and increasing of the room tax will created revenue growth.

e  The current health insurance agreement will enter its last year on July 1, 2010, when the entire program will
move to rate saver and new contribution percentages will be effected for the majority of Medicare eligible
retirees. Actions taken in concert with all employees over the past number of years have been greatly
successful.

Fiscal Amount Change
Year Expended

2009 $6,282,138 -6.72%
2008 $6,734,763 18.48%
2007 $5,684,151 5.72%
2006 $5,376,598 -2.77%
2003 $5,529,698 23.35%
2004 $4,483,109 16.84%
2003 $3,836,906 28.28%
2002 $2,991,004 16.22%
2001 $2,573,606 36.90%
2000 $1,879.964 10.46%

e  Growth in the Medicare Match Account continues.

Fiscal Amount Percent Notes

Year Increase

2009 $645,367 6.1% No transfer required ($655,000 aprtn)
2008 $608,243 11.6% No transfer required ($610,000 aprtn)
2007 $545,000 1.97% No transfer required ($645,000 aprtn)
2006 $534,477 4.26% No transfer required ($575,000 aprtn)
2005 $512,640 12.89% Transfer of $7,360 was required
2004 $454,086 11.46% No transfer required ($480,000 aprtn)
2003 $407,410 12.15% No transfer required ($453,000 aprtn)
2002 $363,278 11.60% No transfer required ($375,000 aprtn)
2001 $325,524 20.79%  $13,000 Transfer was not Required

e FY 2009 saw a drop in investment income that will continue through FY 2010.

Fiscal Total Income
Year

2009 $1,179,539
2008 $1,780.717
2007 S1,621.437
2006 $1,126,738
2003 $932,675




2004 $1,229.492

2003 51,561,045 < Affect of call provisions of
2002 $980,007 bondholders taking

2001 $1,753,148 advantage of lower interest

rates

Question over Motor Vehicle Excise Tax receipts and how these receipts will be affected by the economy and
“Cash for Clunkers” in FY 2010 and FY 2011:

gi(:;l Total Receipts Change
2009 $4,354,092 -10.64
2008 $4,872,855 10.46%
2007 $4,411,326 -5.91%
2006 $4,688,251 0.17%
2005 $4,680,209 9.85%
2004 $4,260,729 -4.00%
2003 $4,438,140 7.52%
2002 $4,127,776 5.32%
2001 $3,919,368 3.96%

Medicaid billing for certain costs associated with the Special Education Program expanded greatly in F'Y 2008:

Fiscal Reimbursement
Year

2009 $222,924
2008 $341,212
2007 §197.470
2006 $107,257
2005 $51,139
2004 $49 779
2003 $185,266
2002 $129,032
2001 $70,106

Supplemental Tax Program that was started in 2001 has declined along with the rate of construction. Increase
in FY 2007 boosted by the Avalon Shrewsbury Project on Rte 20 ($53,376):

Fiscal Year Commitment Note Revenue
2009 $38,079 $38,079 billed in 'Y 2010 $16,603
2008 $30,004 $6,837.11 billed in FY 09 $48.840
2007 $131,618 $8,679 billed in FY 08 $147,927
2006 $63,990 $14,627 billed in FY 07 $47,040
2008 $80,084 $3,075 billed in FY 06 $169,937
2004 $180,715 $13,287 billed in FY 05 $178,455
2003 $98,631 $26,813 billed in FY 04 $89,088
2002 $145,835 $38,209 billed in FY 03 $104,070
2001 $159,457 $142,235




The MBTA assessment has stabilized. Total assessment for public transportation is $213,290 in F'Y 2010:

Fiscal Year Amount
FY 2010 $139,262
FY 2009 $141,794
FY 2008 $142,329
FY 2007 S132,034
FY 2006 $112,991

We are due for an updated valuation study of the pension system as of January 1, 2010. The resulting funding
schedule will impact upon the FY 2012 budget. The Town’s 2008 Other Post Employment Benefit (OPEB)
Study will also need to be updated.

Date Funded Unfunded Accrued Appropriation
Ratio Liability
January 1, 2008 77.0% $19,591,281 $2,629,497
January 1, 2006 71.3% $21,831,496 $2,538,769
January 1, 2004 77.9% $14,419,434 $1,879,499
January 1, 2002 78.9% $12,533,566 $1,240,656
January 1, 2000 97.1% $1,414,990 $1,559,742
January 1, 1999 83.9% $7,517,187 $1,541,285

I'ree Cash and Stabilization balances (see Free Cash Report)



e The size of any Fiscal Year 2010 budget deficit. Previous operational deficits that were handled at the Annual
Meeting were:

Fiscal Year Deflicit Made Up
At Town Meeting

From Free Cash
2009 $560,000
2008 $675,003
2007 $129,026
2006 $203,000
2005 $523.000
2004 $388,000
2003 $366,000
2002 $95,000
2001 $731,000

e Rates of growth for operational budgets (Exhibit 5.1)
e Impact on the single family taxpayer of pending financial matters:

Sewer rate increase

Sherwood Middle School Project

Library Project

Allen property permanent financing

Other building/capital projects

Capital Budget and delayed capital purchases.
Storm water utility

000 O0OO0O0O0

e Additional attachments for reference purposes:

Desired Outcomes FY 2009-FY 2010 (attached)

Summary of Personnel Actions — FY 2010 (attached)

Free Cash Report dated October 8, 2009 (separate cover)
Fiscal Policies of the Board dated October 5, 2010 (attached)
Public Works Priority List (separate cover)

FINANCIAL QUESTIONS
FOR THE
FY 2011 BUDGET SEASON

I.  What are those services and programs that the Board places the highest priority? Which are the lowest?

2. What is the minimal amount of staffing that the Board wishes to see in the Police and Fire Departments?

(VS

IHow will the needs of the School Department be met relative to the needs of the municipal departments?
4. Will the tees charged by the Board be increased? What are the Board’s instructions on the matter of fees in

general.

o]

What changes should be made in the budget development process?
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Comparison of Single Family Tax Bills EXHIBIT 1.3
Fiscal Year 2005 to 2009
for Selected Communities

pre Ave o Ave Al AR g
Rank Community Residential  Residential Re5|deqt|a| ReSIden_tlal Residential 2008 1o
Tax Bill Tax Bill Tax Bill Tax Bill Tax Bill 2009
(2005) (20086) (2007) {2008) (2009)
1 Fitchburg $2,365.00 $2,449.00 $2,523.00 $2,584.00 $2,630.00 $46.00
2 Leicester $2.264.00 $2,498.00 $2,565.00 $2,633.00 $2,690.00 $57.00
3 Oxford $2,519.00 $2,665.00 $2,694.00 $2,714.00 $2,839.00 $125.00
4 Auburn $2,580.00 $2,602.00 $2,793.00 $2,917.00 $3.016.00 $99.00
5 Clinton $2,654.00 $2,722.00 $2,830.00 $2,947.00 $3,028.00 $81.00
6 Northbridge $2,581.00 $2,734.00 $2,752.00 $2,846.00 $3,072.00 $226.00
7 Milloury $2,643.00 $2.999.00 $3,006.00 $3,083.00 $3,124.00 $31.00
8 Worcester $2,781.00 $2.879.00 $2,995.00 $3,112.00 $3.162.00 $50.00
9 Bellingham $2,684.00 $2,783.00 $2,953.00 $3,040.00 $3,184.00 $144.00
10 L.eominster $2,801.00 $2.881.00 $3,003.00 $3,104.00 $3.206.00 $102.00
11 Norwood $2,961.00 $2,987.00 $3,081.00 $3,163.00 $3,268.00 $105.00
12 Shrewsbury*** $3,374.00 $3,536.00 $3,598.00 $3,656.00 $3,824.00 $168.00
13 Hudson $3,200.00 $3,544.00 $3,607.00 $3,703.00 $3,888.00 $185.00
14 Tewksbury $3,343.00 $3,610.00 $3,742.00 $3,850.00 $3,946.00 $96.00
15 Milford $3,424.00 $3,574.00 $3,756.00 $3,915.00 $3,952.00 $37.00
16 Billerica $3,449.00 $3,696.00 $3,780.00 $3,873.00 $3,958.00 $85.00
17 Holden $3,576.00 $3,705.00 $3,598.00 $3,809.00 $3,992.00 $183.00
18 Grafton $3,486.00 $3,583.00 $3,854.00 $3,923.00 $4 016.00 $93.00
19 Sutton $3,208.00 $3,557.00 $3,560.00 $3,889.00 $4,022.00 $133.00
20 West Boylston $3,638.00 $3,843.00 $3,981.00 $4,066.00 $4,132.00 $66.00
21 Paxton $3.,800.00 $3,866.00 $3,965.00 $4,156.00 $4,256.00 $100.00
22 Franklin $3,515.00 $3,742.00 $3,872.00 $4,210.00 $4,298.00 $88.00
23 Danvers $3,751.00 $3,883.00 $4.034.00 $4,231.00 $4,391.00 $160.00
24 Sterling $3,885.00 $4.282.00 $4.111.00 $4,312.00 $4,494 .00 $182.00
25 Foxborough $3,878.00 $4,230.00 $4 296.00 $4,424.00 $4.507.00 $83.00
26 Framingham $4.129.00 $4.306.00 $4 564 .00 $4,821.00 $4,735.00 (386.00)
27 Boylston $4,385.00 $4,504.00 $4.717.00 $4,810.00 $4.814.00 $4.00
28 Mansfield $4,533.00 $4,625.00 $4.690.00 $4,823.00 $4 849.00 $26.00
29 Upton $4,119.00 $4.379.00 $4,522.00 $4,800.00 $4,881.00 $81.00
30 Canton $4.147.00 $4,445.00 $4.509.00 $4,566.00 $4.894.00 $328.00
31 Chelmsford $4,467.00 $4.688.00 $4.966.00 $5,105.00 $5,069.00 ($36.00)
32 Millis $4,083.00 $4.180.00 $4,733.00 $4.842.00 $5,098.00 $256.00
33 Berlin $4,519.00 $4,813.00 $4,865.00 $4,999.00 $5,139.00 $140.00
34 Walpole $4,499.00 $4,727.00 $4,903.00 $4,939.00 $5,159.00 $220.00
35 Natick $4,303.00 $4.559.00 $4.727.00 $4.829.00 $5,223.00 $394.00
36 Ashland $4,713.00 $5,067.00 $5,180.00 $5,338.00 $5,493.00 $155.00
37 Medway $4,961.00 $5,283.00 $5,494.00 $5,511.00 $5,733.00 $222.00
38 Northborough $4,891.00 $5,078.00 $5,355.00 $5,556.00 $5,774.00 $218.00
39 Norfolk $4,859.00 $5,556.00 $5,803.00 $5,894.00 $6,095.00 $201.00
40 Holliston $5,293.00 $5,548.00 $5.810.00 $6,015.00 $6,157.00 $142.00
41 Westborough $5,922.00 $6,234.00 $6,198.00 $6,689.00 $6,784.00 $95.00
42 Andover $6,009.00 $6,400.00 $6,658.00 $6,799.00 $7,054.00 $255.00
43 Hopkinton $6,015.00 $6,440.00 $7.060.00 $7,338.00 $7,508.00 $170.00
44 Southborough $6,667.00 $6,884.00 $7.289.00 $7,231.00 $7,879.00 $648.00
45 Acton $6,900.00 $7.724.00 $7.926.00 $8,051.00 $8,388.00 $337.00
46 Mariborough $3,796.00 N/A N/A N/A N/A N/A

*** Shrewsbury was 15th on this list in FY 2005; 12th in FY 2006; 13th in FY 2007; 12TH in FY 2008
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EXHIBIT 4.2
Timing Analysis Motor Vehicle Excise
Fiscal Year 2002 to Fiscal Year 2009

Fiscal Year 2009 Fiscal Year 2008 Fiscal Year 2007

Amount Billed # of Bills Amount Billed # of Bills Amount Billed # of Bills

Prior FY (-4) $1,173.23 2 $0.00 0 $32.50 1
Prior FY (-3) $1,005.00 3 $26,679.14 102 $1,459.59 13
Prior FY (-2) $26,296.27 100 $188,221.42 455 $21,038.59 118
Prior FY (-1) $621,592.89 4,828 $789,350.21 5670 $603,655.23 4,882
Current FY $3,820,386.95 31,269 $4,074,851.61 31,678 $4,000,821.43 30,926
$4,470,454 34 36,202 $5,072,102.38 37,905 $4627,007.34 35,940
Value Per Bill Current Year Only $122.18 $128.63 $129.37]
Current $3,820,386.95 85.46% $4,074,851.61 80.23% $4,000,821.43 86.47%
Past Years $650,067.39 14.54% $1,004,250.77 19.77% $626,185.91 13.53%
Collected™” $4,354,092.30 $4,872,854.68 $4,411,325.52
Percent Collected 97.40% 95.94% 95.34%
Fiscal Year 2006 Fiscal Year 2005 Fiscal Year 2004

Amount Billed # of Bills Amount Billed # of Bills Amount Billed # of Bills

Prior FY (-4) $0.00 0 $237.30 3 $0.00 0
Prior FY (-3) $173.54 4 $328.75 2 $1,452.08 7
Prior FY (-2) $60,259.86 342 $55,047.28 386 $55,001.21 325
Prior FY (-1) $741,214.04 5727 $816,930.086 5072 $649,599.61 5,649
Current FY $4,082,227.72 31,135  $4,003,854.01 30,926 $3,768,167.60 30,15¢
$4,883,875.16 37,208  $4,877,297.40 37,289  $4,474,220.50 36,140
Value Per Bill Current Year Only $131.11 $129.47 $124.94|
Current $4,082,227.72 83.59% $4,003,854.01 82.09%  $3,768,167.60 84.22%
Past Years $801,647.44 16.41% $873,443.39 17.91% $706,052.90 16.78%
Collected ™ $4,688,250.67 $4,680,209.10 $4,260,728.63
Percent Collected 95.99% 95.96% 95.23%
Fiscal Year 2003 Fiscal Year 2002

Amount Billed # of Bills Amount Billed # of Bilis

Prior FY (-4) $0.00 0 $0.00 0
Prior FY (-3) $0.00 0 $0.00 0
Prior FY (-2) $49,221.78 303 $69,518.70 339
Prior FY (-1) $743,876.22 5,580 $563,991.00 4,687
Current FY $3,766,969.72 29949 $3,677.040.56 29,506
$4,560,067.72 35832 $4,310,550.26 34,532
Value Per Bill Current Year Only $125.78 $124.62]
Current $3,766,969.72 82.61% $3,677,040.56 85.30%
Past Years $793,098.00 17.39% $633,509.70 14.70%
Collected™™ $4,438,140.28 4,127,776.43
Percent Collected 97.33% 99.76%

** Includes levies from previous fiscal years

10/22/2009
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Summary of Personnel Actions

FY 2010
Department Position FTE Reciy.ctlon
ia
Treasurer-Collector PAT-8 1.00 Layoff
Department Total 1.00
Town Clerk PAT-11 0.53 Retirement
PAT-8 0.47 Retirement
Department Total 1.00
Public Buildings W-6 1.00 Retirement
W-8 1.00 Attrition
W-8 1.00 Attrition
W-2 0.50 Retirement
W-3 0.50 Retirement
Department Total 4.00
Police PAT-8 1.00 PENDING
Dist 1.00 Attrition
Pt #1 1.00 Retirement
Pt #2 1.00 Military
Leave
Pt #3 1,00 Military
Leave
Department Total 5.00
. . Transfer to
Police Crossing Guards M-2 2.70
Schools
Department Total 2.70
Engineering PAT-17 1.00 Attrition
Department Total 1.00

10f2 3/10/2009



Summary of Personnel Actions

FY 2010

Highway W-6

Department Total

Cemetery W-5

Department Total

Board of Health DH-4

Department Total

Council on Aging M-5

Department Total

Library PAT-11
PAT-8
PAT-8
PAT-8
PAT-8
Department Total
Parks W-5
Department Total

Value Various
Attrition/Retirement

Value of Transfers

20f2

1.00

0.25

1.25

0.75

0.43

0.71

0.71

0.63

0.63

0.50
0.50
0.50
0.50

0.50

2.50

0.75

0.75

12.43

3.45

Retirement

Retirement

Transfer

Attrition

Retirement

Reduction

Reduction
Reduction
Reduction
Reduction

Reduction

Retirement

3/10/2009
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Board of Selectmen
Fiscal Policies
Fiscal Year 2011

The Board of Selectmen will not place onto the May 2010 Annual Town Election any
question involving an override pursuant to G. L. ¢. 59, s. 21C (Proposition 2/2 ). Pursuant to
this policy, the town manager is directed to file budget recommendations with the Board of
Selectmen and Finance Committee that reflects adherence to a revenue stream that is
contained within the Town’s existing levy limit. After evaluating the feasibility of non-
permanent options, the Board may consider placing a question onto the May 2010 Annual
Town Election Ballot under the following condition:

a If a natural or manmade disaster or extraordinary state of emergency were to
befall the community.

The Town's reserves are a major factor in the Town's bond rating. Sudden decline in reserve
amounts could result in a decline in bond rating and potential increases in the costs of
borrowing. Reserve funds are defined as the Stabilization 'und and [Free Cash. Reserves are
maintained to cover revenue shortfalls or to make possible capital projects without the need
to borrow. Accordingly, the Board establishes the following Reserves/Stabilization Policy:

a As the Board strives to reach a reserve balance goal of 6.5% of the Total Operating
Budget, as of July 1, 2010, the Board of Selectmen will seek a combined Certified Iree
Cash and Stabilization I'und balance that will be no less than 4.0% of the Total Operating
Budget adopted at the May 2010 Annual Town Meeting (7/1/2010 Free Cash balance was
34,778,074; Stabilization ['und balance was $142,653 on an operating budget of
$87,444,351 (5.63%).

b Withdrawals from the Stabilization I'und will only be used for purposes for which the
Town can borrow as set forth in M.G.L. Ch. 44 s. 7 and s. 8 to avoid borrowing. The
Board will not seek to draw the fund balance below $250,000.

¢ The Town shall strive to make an annual appropriation to the stabilization fund. Even if
a nominal amount, this annual appropriation will demonstrate the commitment to reserves
and keep the account in focus,

d  Tunds shall be allocated from Reserves only after an analysis and utilization plan has
been prepared by the Town Manager and presented to the Board of Selectmen and
Iinance Committee. The analysis shall provide sufficient evidence to establish that the
remaining balances are adequate to address potential downturns in revenue sources and
provide a sufficient cash balance for emergencies and for budget stabilization purposes;
and that conditions exist in future years that will allow for replenishment of reserve
funds.



Fiscal Policies — Fiscal Year 2011 2 October 35, 2009

3. Properly managed debt is an effective way to finance significant infrastructure and capital
projects. Responsible use of debt preserves our credit rating, enhances {lexibility in current
and future operating budgets, and provides us with long-term assets that maintain or improve
our quality of life. To provide guidance and responsible use of debt, the Board of Selectmen
has adopted the following debt management policies:

a

Long-term debt should be issued only for capital projects or assets that have a long useful
life. It should be issued to pay for the cost of significant infrastructure and capital
projects. Long-term debt should not be issued for recurring, small capital purchases with
a useful life of less than five years.

Bonds will be paid back within a period not to exceed the expected useful life of the
capital project or the period defined by state law; whichever is shorter.

The town will not use long-term debt to finance current operations.

Long-term borrowing will take place only for objects or purposes authorized by state law
under M.G.L. Ch. 44, sec. 7 and 8, and will be confined to infrastructure and capital
projects too expensive to be financed from current revenues. In general, the Town will
attempt to finance purchases costing less than $1,000,000 with operating revenues.

Long-term debt should not be incurred without a clear identification of its financing
sources. Because of the debt service costs and annual appropriations necessary to retire
this debt, there should be clear knowledge and commitment of revenue sources available
to pay these costs without competing with operating budgets for limited resources.

The Town should attempt rapid debt repayment schedules. This ensures cost savings to
the community and seeks to avoid strapping future generations with large debt
obligations. This policy recognizes that capital needs continue and that new debt will
continue to be identified and issued.

Where possible, the town will use special assessment, revenues or other self-supporting
bonds, instead of general obligation bonds. (ex: light, cable, water)

To the extent practicable, user fees will be set to cover the capital costs of Enterprise type
services or activities - whether purchased on a pay-as-you-go basis or through debt
financing - to avoid imposing a burden on the property tax levy.

The town will maintain good communications with bond rating agencies about its
financial condition. The town will follow a policy of full disclosure on every financial
report and bond prospectus.

The town will retire bond anticipation debt within 6 months after completion of the

project. Exception- Town may carry BAN(s) longer if market conditions are not
favorable.

Refunding bonds should be issued only if the present value of debt service saving
exceeds 3 percent of the debt service amount of the refunded bonds.



Fiscal Policies — Fiscal Year 2011 3 October 5, 2009

1 The Town will strive to limit annual increases in debt to a level that will not materially
jeopardize the Town’s Aa3 credit rating,.

m Outstanding debt shall not exceed 3 percent of the Town of Shrewsbury Assessed value.
4. The Board of Selectmen will seek to maintain a single tax rate and direct the town manager

to make full use of the Town’s levy capacity in FY 2011 and make recommendations to the
Board of Selectmen and Finance Committee that reflects adherence to this objective.

5. The Board of Selectmen will continue to adjust water rates as necessary to maintain the water
utility as self supporting plus maintaining sufficient reserves for future capital needs to
minimize any future borrowing. The Board will also advise the Town Manager and Sewer
Commission to do the same for the sewer system.

6. The Board of Selectmen will propose to use one time revenues for capital replacement, debt
management or infrastructure improvement purposes (including but not limited to cash
matches to leverage grant funds) and not to be used for operational purposes. Further, the
Board desires to make use of one time revenue to enhance economic development
opportunities whenever possible.

7. The Board of Selectmen directs the town manager to file with his initial budget
recommendations in January of each year a five year fiscal forecast.

Adopted this 5™ day of October 2010

Board of Selectmen:
M EALU
‘ John 1. LghRau

/ Maurice M. DePalo

Benjamin W. Tartaglia, Sr.






