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February 10, 2006

TO: Board of Alderme
FROM: David Wilkinson a)/
SUBJECT: Mayor’s Multi-Y ear Capital Financing Plan

Attached to this communication is a one page analysis of the projected impact of the Mayor’s
recommended capital financing plan on the operating budget of the City.

Revenue estimates for both the current plan and the Mayor’s recommended plan assume 2 %%
per year growth in the property tax levy, along with $2 million in new annual growth and a 1.4%
allowance for tax abatements and exemptions.

Meaningful growth in non property tax local revenues is constrained by a variety of statutory
limitations and the need for near term conservatism in all such budgetary revenue estimates in
order to rebuild financial reserves that have been significantly depleted over the past several
years. In this regard, it’s important to note that free cash is not only at an all time low, but that
General Fund Undesignated Fund Balance, on a GAAP (generally accepted accounting principal)
basis has declined from 5.3% of revenue in 2000 to 2.6% for the year ended June 30, 2005.
Independent credit rating agencies generally consider financial reserves of between 5% and 10%
of revenues to be necessary protection against extraordinary and unforeseen events. With the
exception of a modest level of growth in motor excise taxes, local non-property tax revenues are
expected to change little over the foreseeable future.

Since growth in state and federal aid is completely unpredictable since both funding for local aid
and specific aid distribution formulas are at the discretion of the governor and legislature each
year, the only growth forecast in this category is anticipated Tier I elementary school building
assistance aid. The state’s $46.6 million commitment to the North High School project is
expected to be used to either pay down temporary construction loans or used to pay construction
obligations directly, so this sum is not included as a General Fund financing source.

Free cash used as a financing source for the operating budget is expected to continue to decline
by $500,000 per year from the current level of $2.2 million
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Debt service requirements on existing debt, including the $13.8 million in bonds sold this month
will be paid in full by 2026. Assuming that the City continues its long standing policy of
committing 3% of total revenues to debt service and pay-as-you-go capital financing, resources
are expected to be available to fund growth of approximately 2.8% per year in the operating
budget of the City. Column 1 of the attached analysis summarizes the level of resources that are
expected to be available to support the operating budget, assuming a continuation of the current
policy of dedicating 3% of total revenue to capital financing.

Column 2 of the attached analysis includes an estimate of the resources that are expected to be
available to support the operating budget under the Mayor’s recommended capital financing
plan. This plan is designed to fund a $140 million North High School project, with $46.6 million
in Commonwealth of Massachusetts construction assistance, and $4.5 million in additional
capital improvements each year.

In order to ease (but not eliminate) the impact of the additional commitment to capital project
financing on the annual operating budget during peak debt service requirement years, the
Mayor’s plan calls for the reallocation of $250,000 of annual hotel/motel room occupancy tax
and or property tax revenue growth from the operating budget to capital budget financing
beginning in fiscal year 2007. The $250,000 annual reallocation, grows to $1.5 million after
five years; $2.5 million after 10 years; and $6 million by the year 2030. Funds accumulated in
the City’s Capital Stabilization Fund are first used to help off-set the impact of new debt service
beginning in 2009.

Column 3 of the attached analysis, summarizes the impact that the Mayor’s capital financing
plan has on the amount of resources available to support the operating budget of the City.
Columns 4 and S of the attached analysis provide information on the extent to which the high
school and other capital project components of the plan contribute to the reduction in funds
available for the operating budget.




Tea4 33d $303(01d [endes 3atpo W voNI G4 pUE 3duRISISSE 31EIS VORI 9°9p$ Y SHNIN UORITW ob1¢ {z) ‘sasodind {endes 103 anuasas jo or¢ {1}

(€L0'91¢) (tet6121) - (015'¢es 1) $ 6LSTLTLSE $ 620'808°8SY $ 0€02
(zvo'ece) (O16'v82'1) - (zs6'L19'D) 189'956' vtv Y€9'VLS Y 6202
(#09°c€e) (9£0°,82°D) - (089°029'1) 8IS'L10°CEY 861'8E9'VEH 820T
(688°81+) (801'919°1) - (L66'v€0'D) L0S'956°02¥ Y0166 Lz0z
(+56'6LP) RoL1s8°1) - (959°1€€2) €S8°S6Z°60¥ 80S'LT911¥ 9202
(0z8‘czs) (60207 - FoLYYS D) SLSY66°L6E 6£€°6€S00F $z0z
(b1€°5965) (1€0°1817) - (Sre'ovLD) 9¥6'€L698¢ 162°02L°68¢ ¥z0T
(68+°+09) (cL1T8€D) - (1999¢6'7) $91°0229LE STCIT'6LE €202
199 (086°¢L¥'D) - (ezsit'e) £EE'BYL5o¢ 865°€98°89¢ 7z0T
(s89°5L9) (158909°7) - (9gs°z8T°0) LTL0ES'SSE £92'c18°85¢ 1202
(116200 (€81°1€L7D) - F60°6Er'D) TLL'L9S SPE $98°900°6bE 0Z02
(196'¢90) (0ct'Lt6T) - (ec11L'e) 9Y0°'LTL'SEE LEV'BEY 6€€E 6102
(100°160) (55L°150°€) - (95L'z¥8'e) o¥H652°92€ 961°201°0¢€ 8102
CIANAL)] (959°s€1€) - (Fov'8p6e) 0T0°SEL'L1E vTH'€89°12¢ L10Z
(905°9¢8) (01€°222'¢) - (228€90') S¥6'0€L'80€ LOLY6LTLE 910z
(952°208) (9L1°660°¢) - (Tev'L68°0) AR AANS 9LL1Z140¢ S10z
(9z.°1€69) (0s+'1502) - (9L1°¢8527) LE0'9L0'E6T P12°659°562 ¥102
(996°¢82) (895°560°1) - reseLen) 9€5'692°982 0L0"6¥9°L8T €102
(0TS Lt2) (956'¥56) - (9¥'z0z'D) €L9°68€'8.Z 6¥1265°6LT A4
(ss¥'602) (660'808) - Fss'L10'T) zelsiLoLe 989°0€L1.2 1102
(961°p¥€) (Lg6'LzED) - (ce1°2L9'D) ¥6'68L'€9T LLO'TOFS9T 0102
(090°92¥) @8L'eyo'D) - (T+8'690'7) 095°122°L5T 0¥ 162°652 6002
(0ss's61) (0s¥'¥SL) - (000°056) 826°L¥S 05T 826'L6¥ 16T 8002
(19+'19) (6gs'g6l) - (000'0¢2) 6S0°081vbT 65S0°0EY vbT L00T
- § - $ - $ v10°L€T'9¢T $ vloLezose ¢ 9002
fendey matorg T>EdmY 198phy SUneDd Ty o Ty Teax

el o033 U8

PEdmY I53png Sunersds

JOSTEAETY
i (e ) poampoy gaanpoy Z ooy raanpoy

SHOUNOSTY LHOANG ONILVEIIO TVANNY NO LOVINI
NVId ONIONVNII TV.LIdVD ¥VHALLTAN SHOAVIN
- SLLESOHDVSSVIA ‘NOLMEN 0 ALID




