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Town of ActonFinanceCommittee

DRAFT “Point of View” with Respectto FY 2009BudgetPlanning

Background

0 This memorandumis intendedto describetheFinCom’sPointof View with respect
to planningfor theFY2009TownandSchoolBudgets.

0 Thephrase“Point of View” hasbeensubstitutedfor “BudgetResolution”assome
peopleexpresseda concernthat thelatterphrasewastoo rigid or lockedin.

O Our original datefor deliveringthis Pointof View wasNovember1, 2007 or
thereabouts.This draft is beingcreatednow at therequestofALG membershipto
assistin making certainhigh level decisionsat theirOctoberl5~meeting.

U This versionof theFinComPointof View will focuslargelyon Revenue.I
recommendthat theNovember1 versionspeakalsoaboutExpenses.

O Finally, I recommendthat we invite commentsbackfrom therelevantboardsand
administrators,so asto factortheir commentsinto thefinal November1 versionof
theFinanceCommittee’sFY2009Pointof View.

Liquidity Assumptions

Thefollowing, veryroughliquidity assumptionswereusedin creatingthis document.
U Freecashin the rangeof $1.5-$2mrn
O E&D in therangeof $l.0-$I.4mm
O Neswcfundbalancein therangeof $5.Omm,with $lmm reservedfor settlement

purposesand$lmm reservedfor transferstationneeds,yielding a netliquid fund
balanceof $3mm.

AnticipatedAction

I planto moveapprovalof this Draft Versionof theFinanceCommittee’sFY2009Point
of View at themeetingscheduledfor Tuesday,October2, 2007. Thefollowing will be
themotion:

Motion

I movethat theFinanceCommitteeadoptthefollowing as aFirst Draft PointofView
with Respectto BudgetPlanningfor FY2009(the “FY 2009Point of View”) and,further,
that theFY2009Pointof View be transmittedto all relevantinterestedparties,as
determinedby theChair, with an invitation to comment.

TheFY2009Pointof View

General
U TheTownof Acton’s financialposition is strong.



U Solid financialmanagement,combinedwith certainsharpincreasesin marginal
revenues(mostespeciallyChapter70 funds),hascontributedto this strongpicture.

U Chapter70 funding is expectedto continueto be strong.
U Balancesheetsourcesofcash,suchas freecash,E&D andNeswcfundbalancesare

providing latitudewith respectto financial decisions.
U We do not foreseedramatic,highly volatile changesin otherrevenuesfrom State

sources.
U While thehousingsectoris weak,it doesnot appearto behavingamajor impacton

the local or stateeconomies.
U Sharpgrowthin expense“drivers” that havehada majorimpacton decisionmaking,

suchas healthinsuranceexpense,energycostsandSpedgrowth,aremoderating.

RevenueSplit

O The revenuesplit planin placeshouldbemaintained.
U Also, to be precise,“leftover, unspentdollars” from theprior fiscal yearshouldbe

allocatedoff thetop to theentity that did not spendthoseunspentdollars.
U TheChinitzPlanof locking in revenueassumptionsat atime certainin thebudget

cycle, andforcing theoperatingentitiesto managethosechanges,if any,hasmerit
andis deservingof furtherstudyanddiscussion.

FY2009BudgetPlanning

U Thereis no needfor an operatingoverride.
U Thereis a needfor addressinglaggingcapitalmaintenanceitems, especiallyin the

Schoolsystems(“ModerateLevel Capital Items”)
U Also in theplanningstagesis at leastonevery majorcapitalproject, theNorth Acton

Fireand EmergencyServicesBuilding (“Major CapitalItems”)
U The ModerateLevel Capital Itemsshouldbeapprovedand fundedthis year,within

Proposition2 ‘/2 limits. In otherwords,thesecapitalneedsshouldbe approvedand
fundedwithout usinga debtexclusionoverride.

0 TheFinCominvites theTown andSchoolsadviceon how best to structurethedebt
with respectto theModerateLevel CapitalItems.

U Thebusinesscase,including a firm cost/benefitanalysiswith respectto theFireand
EmergencyServicescapitalproject,is not complete. Werecommendthat arobust,
clearbusinesscasebe preparedassoonaspracticable. This will be critical to our
ability to respondfor FY2009budgetpurposes. Nonetheless,if this Major Capital
Item is approved,thenetfundableamount(netof any contributionsor transfers)may
be fundedoutsideProposition2 ½ by a debtexclusionoverride.

Taxes
U While this Pointof View hasbeenpurposelyvagueaboutthe revenuestreamto be

allocatedto fund theModerateLevel Capital Items,we encouragetheoperating
entitiesto view theuntaxedportion ofthe 2008 levy as arevenuestreamfor
amortizingthedebtwith respectto theseitems.



O Also,wedo not rule out the possibility of reservingaportionof the standard
Proposition 2½levy increase.

October 2,2007
End of Draft
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All:

I propose that we focus on the following at our next meeting:

I) Capital Plan
II) Revenues
III) State of the Town

I. Capital Plan:

I would like to remind everyone the decisions we need to finalize for the Capital Plan:
1) What do we plan to do for FY09?
2) How much is it going to cost?
3) How do we plan to finance these items? (one4ime revenue sources, debt exclusion, etc.)
4) How will this be presented for a vote? (articles at TM, articles at ballot box if necessary)

II. Revenues

At the same time we need to begin our discussion on Revenue Estimates. These are the line items

that we need to provide estimates for and the responsible parties for them:
New Growth Town
Cherry Sheet Schools (CH7O) and Town
Excise Tax Town
Municipal Fees Town
Municipal Interest Town
Regional Revenue Schools
Regional E&D Schools
Free Cash Town

For all the above revenues we should report TWO numbers: what is the expected fund balance/revenue and what is the
amount that we feel comfortable putting into the plan right now. Wide variances between the former and the latter
should be explained. If the entities feel comfortable estimating revenues for FY10 feel free to bring those as well,
otherwise we will stick to FY09.

If the group would like to use the spreadsheet model that I have given to all boards, that is fine. If you would like me to
produce a version of the model with your estimates for FY09 (and FY10) then please transmit these to me prior to the
meeting so that I can plug them in. If the group would like to use a different model, then please come prepared to
discuss this as well.

III. State of the Town

SOTT is five weeks away. We need to decide on agenda and timeframe for materials, both presentation and

supplemental.

Jonathan Chinitz

10/9/2007


