
 

 

      
 

 

 

AGENDA 

  TOWN FINANCE COMMITTEE  
 

Thursday – October 10, 2024 

Hybrid 

5:00 P.M. 

 

LINK TO PARTICIPATE REMOTELY:   
https://scarboroughmaine.zoom.us/j/82638794593 

  

TO VIEW MEETING ONLY:  

https://www.youtube.com/channel/UCD5Y8CFy5HpXMftV3xX73aw 

 

 

Item 1.  Call to Order. 

 

Item 2.  Those Present. 

 

Item 3.   Approval of Minutes:  September 12, 2024 

 

Item 4.  Discussion: Financial Modeling of Capital Projects – Debt Rating Impact & Tax 

Impact. 

 
Item 5. Discussion and action on the proposed changes to the CEA Policy. 
 
Item 6: Discussion and action on the proposed changes to the Fiscal Policy on 

Unassigned Fund Balance and Credit Rating. 
 

Item 7.  Public Comments. 

 

Item 8.   Adjourn. 

 

 

https://scarboroughmaine.zoom.us/j/82638794593
https://www.youtube.com/channel/UCD5Y8CFy5HpXMftV3xX73aw


 
 

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ 

.                                                        KEY TAKE-AWAYS & METRICS                           
 

A)  Town Fiscal Health & Responsibility 

• Capacity for Total Debt  

• Maintain Investment Grade Debt Rating 

• Debt Service as a Percentage of Prior Year Operating Budget 
 

B) Taxpayer Impacts 

• Estimated $ Per Household Increase to Tax Bills 
 
 
 

_ ___                           __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ _ 

.                                                            MODELING SCENARIOS                                               

Scenario 1a  

➢ Community Center = June 2025 Ballot 
➢ K-2 School Solution = November 2025 Ballot 
➢ Library Expansion = 2028 Ballot 

 

 

Scenario 2a  

➢ K-2 School Solution = November 2025 Ballot 
➢ Community Center = 2029 Ballot 
➢ Library Expansion = 2028 Ballot 
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CAPITAL PLAN – DEBT MODELING SCENARIOS 



Assumption Detail

Each 5yr after 2025 Revaluation "Bump" 0.105    

Annual Operating Budget Escalator (up to 2030) 4.9%

Annual Operating Budget Escalator (2030 forward) 4.4%
Tempered by .05 to match reduction in 
growth assumption in those years

Essential Programs & Services Cost per Pupil Escalator 4.3% 5yr Avg

State Funding for EPS Total Allocation 55.0% Current

Annual Non-Operating Expense Escalator 5.4% Avg from 2016 to 2021

Annual Revenue & Other Credit Escalator 3.2% Avg from 2016 to 2021

Baseline Non-Major CIP Debt Issuance 5 M Per year, beginning in FY2026.

Non-Major CIP Debt Escalator 4% Annual increase: non-major Debt Service

Non Major CIP Interest Rate 4% Interest rate: non-major Debt Service

Non Major CIP Avg Term 10 Term for non-major Debt Service

Real Growth due to New Development (to 2030) 2.00%
Real Growth due to New Development (2030 forward) 1.50%

TIF District Capture Rate 100%
% of Scarborough Real Growth Within TIF Districts 60%

Library Interest Rate 0.04
Library Term 30 Scenario 1a & 2a: 2029 Start

Community Center Interest Rate 0.04 Scen. 1a: 2027 Start / Scen. 2a: 2030 Start

Community Center Term 30

K-2 School Solution Interest Rate 0.04 Scenario 1a & 2a: 2027 Start

School Term 30

Cost of Capital for NPV Calcuations 0.025

Other assumptions:

K-2 School Solution project cost 105 M if 2025 Ballot

Community Center project cost 85 M if 2025 Ballot

100 M if 2029 Ballot

Library Expansion project cost, less private donations 20 M if 2028 Ballot

Debt Service Modeling - Summary of Assumptions



Fiscal            
Year

Scenario     
1a

Scenario   
2b

2025 10.0% 10.0%
2026 9.6% 9.6%
2027 13.9% 11.3%
2028 17.9% 13.0%
2029 18.5% 14.0%
2030 18.2% 16.6%
2031 17.6% 18.6%
2032 16.9% 17.9%
2033 16.3% 17.2%
2034 14.8% 15.6%
2035 13.7% 14.5%
2036 12.8% 13.5%
2037 12.1% 12.8%
2038 11.5% 12.2%
2039 11.0% 11.7%
2040 10.6% 11.2%
2041 10.1% 10.6%
2042 9.6% 10.2%
2043 9.0% 9.5%
2044 8.5% 8.9%
2045 8.2% 8.6%
2046 7.9% 8.3%
2047 7.6% 8.0%
2048 7.4% 7.7%
2049 7.0% 7.3%
2050 6.7% 7.1%
2051 6.5% 6.8%
2052 6.4% 6.6%
2053 6.2% 6.4%
2054 6.0% 6.3%
2055 5.8% 6.1%
2056 5.7% 5.9%
2057 5.0% 5.5%
2058 4.3% 5.1%
2059 4.3% 5.0%
2060 4.2% 4.5%

5Ŝōǘ aƻŘŜƭƛƴƎ π CƛǎŎŀƭ IŜŀƭǘƘ aŜǘǊƛŎǎ wŜǾƛŜǿ
Debt Service as % of Prior Year Operating Budget
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SECTION I. DEBT MANAGEMENT 

PURPOSE 

The Policy Statement sets forth comprehensive guidelines for the financing of capital expenditures. It is the 

objective of this policy that (1) the Town obtains financing only when desirable, (2) the process for 

identifying the timing and amount of debt financing be as efficient as possible (3) obtain and then retain a 

high grade or abovethe highest possible credit rating (See Definitions Section IV), (4) obtain the most 

favorable interest rate and other related costs and (5) comply with full and complete financial disclosure and 

reporting, as required. 

 

Debt financing includes general obligation bonds, special assessment bonds, temporary notes, lease/purchase 

agreements, debt guaranteed by the Town, and other Town obligations permitted to be issued or incurred 

under Maine statute and should only be used to purchase capital assets that will not be acquired from current 

resources. The useful life of the asset or project needs to equal or exceed the payout schedule of any debt the 

Town assumes for that project. This allows for a closer match between those who benefit from the asset or 

project and those that pay for it.  

 

To enhance creditworthiness and prudent financial management, the Town is committed to systematic capital 

planning, intergovernmental cooperation and coordination, and long-term financial planning. Evidence of 

this commitment to capital planning will be demonstrated through adoption and periodic 

adjustment of the Town’s Capital Improvement Plan (the CIP) and the annual adoption of a multiyear Capital 

Improvement Budget.  
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Section III. Fund Balance 
 

Unassigned Fund Balance 
 

Unassigned Fund Balance is the residual amount of Fund Balance in the General Fund. It 

represents the resources available for future spending. An appropriate level of Unassigned Fund 

Balance should be maintained in the General Fund in order to cover unexpected expenditures and 

revenue shortfalls. 
 

In the event of projected revenue shortfalls, it is the responsibility of the Town Manager to report 

the projections to the Town Council’s Finance Committee on a quarterly basis and will include an 

outline of recommended Management actions to address any shortfall. 
 

The Town aspires to reach an Unassigned Fund Balance of 16.67% (two months or 1/6) of the 

prior  year’s  Operating Budget.  Until the Town reaches this goal, the minimum Fund Balance 

Policy shall be set to maintain the level of Unassigned Fund Balance equal to 10.00% of  its  

Unassigned  Fund Balance, consideration should be given to raise the minimum level of 

Unassigned Fund Balance until the aspirational goal is met.  The Town has set a goal, through this 

Fund Balance Policy, to maintain  the  level  of  Unassigned  Fund  Balance equal  to  10.0% of  

the Town’s  Operating  Bud get for the prior fiscal year and to not  fall  below  8.33% (or 1/12)  

of the Town’s  Operating  Budget.  
 

Once the Town achieves an unassigned fund balance  greater than equal to 10.0% % but less than 

.67% of Scarborough’s Operating Budget, any excess above 12% may must be assigned by any 

combination to one of the following: 
 

•   Retained in non-spendable and restricted accounts that offset unfunded liabilities, and/or 

• Retained in assigned accounts that may be used in future budget cycles as a property tax rate 

stabilization; available for use during a catastrophic event, and/or 
 

Once the Town  achieves  an  Unassigned  Fund  Balance  greater  than  16.67%  of  the  Town’s 

Operating Budget, any excess above 16.67% must be assigned by any combination to one above. 
 

In the event that the balance drops below the established minimum level, the Town Council will 

develop a plan to replenish the fund balance to the established minimum level within two years. 

Policy statement: Unrestricted Fund Balance as a Percentage of Revenues: The level of 

unrestricted fund balance will not be allowed to drop below 8% of annual revenues with a goal of 

building unrestricted fund balance to 12% of annual revenues. 

 



Section IV. Capital Planning  

Definitions 

CREDIT RATINGS (add the following immediately below this heading in the Debt Management 

section of the Fiscal and Financial Policy)  

Credit Rating Scale. S&P Global uses an alphabetic rating scale to rate the creditworthiness of debt. Their 

scale ranges from “AAA” (Prime) to “D” (Default) (1). A S&P rating equal to or above “BBB-“ is considered 

investment grade. Moody’s uses a similar alphabetic rating scale. Their scale ranges from “Aaa” (Prime) to 

“C” (Default) (2). A Moody’s rating equal to or above “Baa3” is considered investment grade. Fitch uses an 

alphabetic rating scale to rate the creditworthiness of debt. Their scale ranges from “AAA” (Prime) to “D” 

(Default) (3). A Fitch rating equal to or above “BBB-“ is considered investment grade. 

The table below provides a comparative illustration of the various ratings agencies and their credit ratings 

scales. 

 
 

(1) https://www.spglobal.com/ratings/en/about/understanding-credit-ratings 

(2)https://www.moodys.com/sites/products/productattachments/ap075378_1_1408_ki.pdf 

(3)https://www.fitchratings.com/products/rating-definitions 

https://www.spglobal.com/ratings/en/about/understanding-credit-ratings
https://www.moodys.com/sites/products/productattachments/ap075378_1_1408_ki.pdf
https://www.fitchratings.com/products/rating-definitions
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