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Brief Bio — Charlie Foskett

e Lived in Arlington since 1974, married, adult children,
teenage grandchildren
e Elected TMM since 1976
e Capital Planning Committee
e Member 1986 to 2020.
e Chairman 1991 to 2019
e Finance Committee
e Member 1990 to present.
* VVice chairman 1996 to 2020
e Chairman 2021 and 2022
e Budget & Revenue Task Force 1990 to 2022
* Long Range Planning Committee 2005 to 2022



Agenda

 What is a Capital Plan?

e Arlington Membership and Organization
* Planning, Acquiring and Managing Assets
* Defining Capital Assets

e Capital Planning Objectives

e Capital Planning and Annual Budgets

* Financing Strategies

e Budget and Plan Ownership

* Getting Buy-in Across Constituencies



What is a Capital Plan?

A marketing document prepared by a formally designated representative body.

Plan’s Target Market Plan’s Structure

* Project details and costs
* Needs and physical projects

Municipal Workforce Funding Authority needs i Departments and beneficiaries
needs to to
°
eUnderstand the plan elements eUnderstand the plan strategy COStS
*Believe the plan is achievable *Believe the plan budget ° Tlmellnes and Implementat|0n

eExecute the plan steps eAuthorize the spending

* When projects are initiated
* Who is managing them

* When they are complete (in one
fiscal year, or several)

Public needs to

eUnderstand the costs H :
*Believe the necessity * FI nanci ng

*Experience the benefits ° Non-exempt VS exempt
e Current tax revenues

e Stabilization funds vs. sonds
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Arlington’s Capital Planning Committee

Citizen Appointees (three-year terms
ending):
= June 30, 2024:
= Joe Barr, Timur Yontar
= June 30, 2025:
= Jonathan Haughton, Joe Solomon
= June 30, 2026:
= Christopher Moore, Vaden
Broaddus
Finance Committee representative:
= Darrel Harmer

Ex officio members:

= Alex Magee, Town Manager’s designee

= Julie Wayman, Treasurer

= Jose Farias, School Superintendent’s
designee

= |da Cody, Comptroller

Officers:

= Chair: Christopher Moore
= Vice-Chair: Timur Yontar
= Secretary: Joe Solomon

September 24, 2024

 Many towns do not include Town staff
members in their capital committee

* Arlington considers staff membership
critical to capital planning success:

e Town staffers know how things really work
* Having Town and School at the table insures

a high degree of cooperation

Having town/school management and
financial professionals involved in the
process gives department managers
comfort that they are getting a fair hearing

Having strong citizen, Town Meeting
Member and FinCom participation gives
Town Meeting Comfort that taxpayers
money being allocated for big expenditures
is given close scrutiny and careful planning
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Arlington CPC Organization 2023-2024

Capital Planning Committee Organization

Capital Planning Committee
I

[
Joe Barr
Joe Solomon
Vaden Broaddus
Public Works & Recreation

Subject Matter ~ ® Citizens
Expertise o Town Staff

— Highway

— Engineering

— W&S Enterprise Funds
— Cemetery

— Natural Resources

— Burns Rink Ent. Fund
— Parks & Playgrounds

e Departments
* No Conflicts

muster from other managers

memory for the whole Committee
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I I I
Ida Cody Chris Moore Timur Yontar
Jonathan Houghton Darrel Harmer Jose Farias

Julie Wayman Alex Magee Community Safety
Adminstration Finance

— Town Manager Treasurer C.S. Police

— Education Comptroller C.S. Fire

— Selectmen COA Ent. Funds Inspectional Services

— Library Human Services

— Legal Planning & Development

— Facilities

— Purchasing

—IT

Subcommittees are organized so that Town staffers do not review their own departments, rather they must pass

Members stay with subcommittees for multiple years, gaining subject matter expertise and providing institutional
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Planning

 The late and revered Yogi Berra: “It's tough to make predictions,
especially about the future.”

e “ ..about the future”:
e What is it we will need?
* When will we need it?
 Where will we get the funds to pay for it?
 Who will manage its use?
e Who will maintain it?

It is widely believed that Yogi Berra never owned a
dictionary



Capital Challenges

* Municipal projects can be BIG
e Projects can take a long time
e Projects can be very expensive

e Projects are always “an
emergency”

* Most projects can be planned
years ahead and financed from
within Proposition 2%

e Today we will discuss how to do
this

Sisyphus Building a New Library 700 BC



*
o
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Three Core Reasons for a Capital Plan

e Citizen Services Need Capital Planning

 Whether its roads, schools, safety or rolling stock, citizens receive municipal
services via infrastructure pathways

e Our Municipal Employees Rely on Capital Planning
e Quality government relies on quality employees

e Employees need good tools to do their jobs:
Firemen need fire trucks
e Teachers need schools
e Service desks need computers and networks

e Capital Assets Cost Money:
* A capital plan defines the cost of needed capital assets

* |t can help you generate funding for your projects from Town Meeting, from
state or federal programs and from enterprise funds



Why Capital Planning?

Acquiring capital assets is serious business...

 Most town budgets are primarily limited by Prop 2%

e Rarely will budget growth, even in high growth towns, support
large jumps in expenditures

* Taxpayers, Selectmen, other Elected Officials and Town Meetings
don’t like financial surprises

 Large capital expenditures for infrastructure and equipment are
often not supportable by revenue raised in a single budget year

 Failure to maintain infrastructure and capital assets can result in
reduced services, citizen anxiety and even injury or death to Town
workers or the public

 Employees deliver services, but the delivery platforms are the
tools, equipment and infrastructure of the capital base from which
government works



Capital Planning

e Capital Planning sets and meets long-range expectations for
current and future capital expenditures for Town executives,

Management, Finance Committee, Town Meeting and
citizens.

e Successful Capital Planning reduces or eliminates
uncertainty in the acquisition of capital assets and helps
management postpone some capital expenditures in favor of
others as part of the planning process. (Abraham Maslow,
“Psychology of Being”, 1970: Delayed gratification)

e Successful Capital Planning gives Town Meeting and voters
comfort while spending large sums of taxpayer's money and
helps improve a Town’s bond rating

Choose a good database tool to maintain records



Maintenance vs. Capital Planning

e Both are required for good service delivery
* Both begin with an asset inventory

 Maintenance is a repeating operating expense characterized by
regular frequency and modest cost

e Capital is infrequent and higher cost
e A good maintenance plan reduces or defers capital expenditures

e An outside service such as On-site Insight (http://www.on-site-
insight.com/services/capital-needs-assessments) can help in creating
a maintenance plan and a capital replacement schedule
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Capital Assets in
Arlington

e Dollar value — greater than
$3,000 (or $x,000)

e Tangible nature: Identifiable
entity or large group of
entities

e Depreciable life — usually
three years or more

e Asset class: characteristics
defined by Mass General Law
(https://malegislature.gov/La
ws/GeneralLaws/Partl/TitleVI

/Chapter44/Section7)

e Another reference:

http://www.mass.gov/dor/do

cs/dls/publ/misc/cip.pdf
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Examples of Capital Assets

e Rolling stock: Fire trucks, police cars, DPW loaders

e Buildings: Transfer station, school building

* Some office equipment: voting machines, copiers

e Qutdoor assets: Parks, fields, gardens

* IT: Computers, servers, communication systems.

* Programs: Large purchases of smaller, but durable, assets

e Soft assets: Building plans, some studies

* Major, infrequent repairs that have a long life: a school roof

e Large tools or equipment: The Jaws of Life



Not Capital Assets

* Services

e Painting rooms or buildings

* Medical treatments

e Books (for students or for lending)
* Field maintenance

e Routine building maintenance

e Sports uniforms

e Studies not associated with a capital project



Prioritization

Arlington has developed these guidelines for prioritizing projects:

 Imminent threat to health and safety of citizens, employees or property (police
cruisers and radios, SCBA —self contained breathing apparatus),

* Maintenance and improvement of capital assets (major repairs of buildings,
replacement of vehicles and equipment, park and play area renovations),

e Requirement of state or federal law (asbestos cleanup program mandated by
federal law in 1986, removal of gas tanks, etc),

* Improvement of the infrastructure (streets and sidewalks, water and sewer
programs),

* Improvement of productivity (equipment replacement, microcomputer
program) and

* Improvement of an overburdened situation (Town Hall renovations, cemetery
expansion program).



Some Comments on Process

 The Town Manager normally owns the Capital Budget

e TM manages purchasing, implementation, maintenance, and
departments. Sometimes the School Superintendent assumes
specific ownership

 Department heads request capital purchases or assets, because
somebody has to have custody, care and control of the asset over its

life
* Private organizations or citizens do not request capital assets

e A Capital Planning Committee reviews recommendations and
requests, arbitrates and recommends a budget and plan to the Town
Manager, Finance Committee and Town Meeting

 Town Meeting approves a Capital Budget and Plan

e The CPC uses a rolling five-year plan, the first year of which
is the capital budget



Monitor Prior Expenditures

Capital Planning Committee Revie
September to January

Department Five Year Requests - August

Department Expenditures Throughout Fiscal year .

Capital Planning Committee:
One Year Budget, Five year Plan

July 1 Funding ( ;
Town Meeting Approves Next FY Budget Spring Town Meeting
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Arlington’s Financial Strategies

e Arlington has a Long-Range Planning Committee that plans revenues
and expenses five years out. The CPC plans within these forecasts.

* Non-exempt budget only (Town Meeting Approval):
e All cash — use annual reserve set asides (tough to do), but saves on interest
e Cash and borrowing — flexible way to meet needs on timely basis

e Exempt budget only (requires public referenda)
e Can be cash or debt exclusion or override

e Combination of non-exempt and exempt budgeting
e Use non-exempt plan for most projects
* Use exempt plan for extraordinary expenses
e Arlington follows this approach



Sources of Funds

* Prop 2 %2 Non-exempt Funds:
e Current FY non-exempt budget direct appropriation (“Cash”).
e Current FY non-exempt bonded appropriation (“Bonds”).

e Grants, CDBG, Trusts, enterprise funds, other off-balance sheet
income (“Other”).

* Prop 2 2 Exempt Funds:
e Direct expenditure.
e Exempt borrowing (Debt Exclusion).

 Community Preservation Act (“CPA”)

Arlington traditionally has not used stabilization funds to finance capital projects



Uses of Funds

e Purchase of qualifying equipment,
material, buildings and other assets.

* Interest on bonds or bond anticipation
notes (BANS).

* Principal on bonds (principal and interest
on bonds together called “debt service”.)

* Distinguish between exempt and non-
exempt debt service.

The Public Works Facilities
Project was funded entirely
with non-exempt funds.
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Defining the Non-Exempt Capital Budget

* Note: Bonds usually have interest only or small principal effect in
current year.

e Total capital budget for FY is sum of:
* Direct cash expenditures for capital items in FY, and
* Interest and principal impact in FY of new bonds, if any, and
e Debt service on all prior bonded expenditures.

e One planning approach fixes this sum as a percentage of the annual
Town Budget.

e Capital Budget = Cash Purchases + New Debt Service + Prior Debt
Service = X% of total Non-exempt Budget

Arlington sets this at 5% of the Town’s Non-Exempt Budget
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Managing The Information Flow

* In Arlington we use MS
Access and Excel with Pivot
Tables.

e Pivot Tables work well for
exporting data to tables and
graphs

* All requests are entered
online

e Data aggregated in MS
Access



Arlington Capital Report to Town Meeting

e The Capital Planning Committee produces an annual Capital Report
to Town Meeting containing:

* A Narrative
* Typically, 12-15 pages
* Highlights spending strategy, year to year comparison
* Focuses on major projects

e Tables
e Current FY Capital Budget
e The TM Vote
* A Five-Year Capital Plan
e A list of Town-owned buildings and their status
* A three-year history of capital budgets
* A table of forecast new debt service in the Five-Year Plan
e The FY 2024 Plan presented at the April 2023 Town Meeting may be found
at: Reports to Town Meeting | Town of Arlington (arlingtonma.gov)
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* Bond (via debt service) and Cash are appropriated in current
year non-exempt budget

e Bond (debt service) and Cash are managed to 5% limited impact
e Other is from separate funds

September 24, 2024 MMA - Capital Planning Webinar
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Planning the Future

e Calculate year’s forecast budget
e Adjust for exempt debt, re-imbursements
e Calculate 5% for total capital and debt service = capital budget

e Add in each year’s new planned debt service to known non-exempt
debt service now and in future

e Add in direct cash expenditures as planned
e Compare to budget



vpothetical Capital Asset Bond

Simple Bond Example $1 Million Authorized and Issued Managing
Debt 1200000 300,000 debt service
Service in &1 240,000 232,000 224,000 516,000 250,000 and annual
Plan W o [ Prop 2.5
£ 800000 200,000 £ P <.
© ] .
S £ INCreases
& 600000 150,000 @
o = allows growth
> 400000 100,000 £ )
g 5 in bonded
© o
§ 200000 20,080 50,000 3 CC]Ui sitions
&
0 0
1 2 3 4 5 6
Fiscal Year
Principal Payments Ending Balance Interest Payments Debt Service (P+l)
. ] ] Bond Authorization 1,000,000
Managing Debt Service in the Term in Years 5
Ca p|ta| Plan: Interest Rate 4%
e B d | .. Payments at End of Year, Decling debt Service
ond sale tlmmg Capital Planning Period
e Level principal payments Fiscal Year 1 2 3 4 5 6
e B ANS Principal Payments 200,000 200,000 200,000 200,000 | 200,000
Beginning Balance 1,000,000 1,000,000 800,000 600,000 400,000 |200,000
e Level debt service payments Ending Balance 1,000,000 800,000 600,000 400,000 200,000 0
. . Interest Payments 20,000 40,000 32,000 24,000 16,000 8,000
e Re-financin ’ ’ ’ ’ ’ ’
€ anc g Debt Service (P+l) 20,000 240,000 232,000 224,000 216,000 | 208,000
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Note: List is truncated



Five Years

Includes non-exempt debt service.

Includes carryover amounts.

Includes cash expenditures.

Shows transfers of reserves (rainy day funds).



Forecast of Non-exempt Debt
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Exempt Debt Growth
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Estimated Total Debt Balances
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Arlington and Debt Limit

Arlington Debt Management

700,000,000
600,000,000
500,000,000
% 400,000,000
§ 300,000,000
200,000,000
100,000,000

0

2017 2018 2019 2020 2021
Fiscal Year

2022

2023

50%
45%
40%
35%
30%
25%
20%
15%
10%
5%

0%

mmmm |nside Debt Limit == Total Outstanding Debt (Schedule A Part 10) e===Percent of Inside Limit

Even with the new Arlington High School we have headroom
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Non-Exempt
e Ottoson Middle School (rnv)

Robbins Library (with grants) (rnv +
new)

Park Circle Fire Station (new)

Highland Fire Station (rnv)

Community Safety Building (rnv
complete)

e Central Fire Station (rnv Complete)
e Stratton E.S. (Complete)

e Senior Center (In Process)

 DPW Facility (in Process)

Exempt

e Brackett E.S. (new)
Hardy E.S. (rnv)
Bishop E.S. (rnv)
Peirce E.S. (new)
Dallin E.S. (new)
Thompson E.S. (new)

e Arlington H.S. (In Process)

e Minuteman Regional V.H.S.
(Complete)



Key: Forecast of Non-exempt Capital and Debt
Service vs. Budget

e Looks at committed debt service, cash expenditures and new
debt service.

e Comparison to 5% of budget based on assumed revenue
(state aid and local receipts) parameters.

35
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High School Project: Build in Place

$290 Million Exempt Project
MSBA Supported

Dedicated Building Committee
On Budget, On Schedule
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DPW Renovation and Upgrade
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Capital Plan Covers Many Projects

* Police and Fire equipment
and vehicles

* Municipal buildings

e Communications
infrastructure

e Parks, Recreation and Burns
Memorial Ice Rink

e Roads and highways

e Enterprise Funds including
water & Sewer



inning Town Meeting Support for the Capital
Budget

e Have a Capital Plan as well as a budget.

 Whenever possible stick to the plan.

* Bring bad news to TM as soon as possible, preferably years in advance.

* Always highlight problems, don’t gloss them over, explain them in detail.

* Give TM credit for Capital Spending within the plan, which then becomes
TM’s plan.

e Give TM credit for spending large amounts of money wisely; that’s
usually what they want to do, but rarely can be sure they have. A Capital
Plan and history allows measurement and proof.

Result: 35 years successful TM votes with no changes, most votes
unanimous. In 2023, one change.



Capital Planning Committee Role

e Set standards and priorities.

e Provide continuity and institutional memory over many
years.

* Inspire and cajole managers to plan ahead.

e Reward careful planning by management with funding -
someday.

e Communicate short-term and long-term needs to Town
Manager, Finance Committee, Town Meeting and Citizens.

e Exhibit predictability and Gravitas.



Email: charlie.foskett@foskettco.com

Thank You!

Charlie Foskett

101 Brantwood Road

Arlington, MA 02476-8005

Tel: +1-(781)-646-5882

Mobile: +1-(781)-492-0800

Fax: +1-(781)-641-4769

Email: charlie.foskett@foskettco.com
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