SCARBOROUGH, MAINE ' ‘ / INC. 1658

A

AGENDA
TOWN FINANCE COMMITTEE

Thursday — October 10, 2024
Hybrid
5:00 P.M.

LINKTO PARTICIPATE REMOTELY:

https://scarboroughmaine.zoom.us/j/82638794593

TO VIEW MEETING ONLY:
https://www.youtube.com/channel/lUCD5Y 8CFy5HpXMftV3xX73aw

Item 1.

Item 2.

Item 3.

Item 4.

Item 5.

Item 6:

Item 7.

Item 8.

Call to Order.
Those Present.
Approval of Minutes: September 12, 2024

Discussion: Financial Modeling of Capital Projects — Debt Rating Impact & Tax
Impact.

Discussion and action on the proposed changes to the CEA Policy.

Discussion and action on the proposed changes to the Fiscal Policy on
Unassigned Fund Balance and Credit Rating.

Public Comments.

Adjourn.


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

FINANCE COMMITTEE: OCT. 10, 2024
CAPITAL PLAN — DEBT MODELING SCENARIOS

Key TAKE-AWAYS & METRICS

A) Town Fiscal Health & Responsibility
e Capacity for Total Debt
¢ Maintain Investment Grade Debt Rating
e Debt Service as a Percentage of Prior Year Operating Budget

B) Taxpayer Impacts
e Estimated S Per Household Increase to Tax Bills

IMODELING SCENARIOS

Scenario 1a

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

Amounts to be Borrowed
Estimated || o6 FY27 FY28 FY29 FY30 FY31
Cost
K-2 School Solution = 105 M 35 M 35 M 35 M
Community Center - 83 M 42.5 M 42.5M
Library Expansion = 25 M* 10Mm m

Scenario 2a

» K-2 School Solution = November 2025 Ballot
» Community Center = 2029 Ballot
» Library Expansion = 2028 Ballot

Amounts to be Borrowed
Estimated | 5 FY27 Fy2g FY29 FY30 FYa1
Cost
K-2 S5chool Solution = 105 M 35 M 35 M 35 M
Community Center - | 100 M** 50 M 50mM
Library Expansion = 25 M* wom 10 M

* Mote: Library 22-250M Est Cost, less est 20% sourced by private donations (Est 20M Borrowed)

** Note: CCenter Est Cost, Assuming Annual % Increase



Debt Service Modeling - Summary of Assumptions

Assumption Detail

Each 5yr after 2025 Revaluation "Bump" 0.105
Annual Operating Budget Escalator (up to 2030) 4.9%
. o, Tempered by .05 to match reduction in
Annual Operating Budget Escalator (2030 forward) 4.4% growth assumption in those years
Essential Programs & Services Cost per Pupil Escalator 43% Syr 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% Avgfrom 2016 to 2021
Baseline Non-Major CIP Debt Issuance 5M  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 la & 2a: 2029 Start
Community Center Interest Rate 0.04 Scen. la: 2027 Start / Scen. 2a: 2030 Start
Community Center Term 30
K-2 School Solution Interest Rate 0.04 Scenario la & 2a: 2027 Start
School Term 30
Cost of Capital for NPV Calcuations 0.025
Other assumptions:
K-2 School Solution project cost 105 M  if2025 Ballot
Community Center project cost 85 M 2025 Ballot
100 M 2029 Ballot
Library Expansion project cost, less private donations 20 M if 2028 Ballot
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Debt Service as % of Prior Year Operating Budget
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Fiscal Scenario Scenario
Year 1a 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%




ltem 5.
Draft Credit Enhancement Agreement — Policy Update

Finance Committee Comments from August

1)
2)

3)

4)

5)
6)
7)

8)

9)

Keep the new language in the draft that explains the basics of TIF's and CEA's

Add an annual assessment by staff of the captured value in each TIF and CEA to ensure that
the approved development program costs match up with the amount of taxes generated. If
there is a discrepancy, then the Council may choose to revise the development program (if
there are additional eligible expenses) or return the funds to the general fund.

All CEA’s will be Performance-Based Contracts with stipulations that address, as
appropriate, the intended use of the funds and associated costs, the timing of projects, and
the level of development. All contracts will stipulate the performance measures and the
consequences of not meeting a stipulation.

A status report to the Council will be required of projects on a semi regular basis in such
detail that the Town can determine if performance standards have been met.

Shelter benefits will be estimated by staff on a regular basis

CEA’s may be anywhere from ten to the maximum allowed by state statute.

The Town Manager will begin negotiations on draft proposals to the Council. Should
additional negotiations be required, the Council may appoint a council member or members
to work with the Town manager.

For projects over $5 Million in returned property taxes to a project, there shall be a robust
public process that may include additional steps beyond workshop, first reading, second
reading and approval.

For Housing Projects, the Planning Director will advise the Council on available permits
under the Rate of Growth ordinance.

Housing Alliance Suggestions — Should be an affirmative process — not discouraging

1)

2)

3)

4)

5)
6)
7)
8)
9)

Housing Alliance would prefer to meet with the applicant at the Housing Alliance Meetings.
Comments would then be sent to the Council with a representative from the Alliance
attending a workshop with the Council to articulate their findings. (No Joint workshop)

A request for information on number of children living in units is likely not allowed by
Federal Law, so the request will be more generic — tell us about your demographics and your
target market.

Language regarding the number of units serving the 40 to 60% of AMI should be
strengthened.

Consider all types of equity including below market financing. Project would also attract and
consider below market financing. We don’t want to make housing harder — do we need all
of these requirements?

Review the requirements in the QAP

Should add benefit to locating in downtown area

Ensure that workforce housing is included

What about a more conventionally financed project- would we consider this?

Remove finance Committee from Housing CEA’s

10) Housing Alliance would prefer not to use a scoring form, but it could be a way to ensure the

application is complete. Should be encouraging people to use this. If Finance Committee is
removed, there is no reason for scoring.
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11) Housing Aliance makes a recommendation to Council, then it goes to Council Workshop.
After workshop- final application is submitted, then Council approval process starts.

SEDCO Feedback
1) Reaffirmed that SEDCO Board will participate in a joint workshop with the Council, rather
than at a regular board meeting to hear the initial proposals
2) Since the process will be robust for public input, the SEDCO Board will have time to meet as
a Board to discuss the final application, which will theoretically address the issues that come
up after the joint workshop.



Draft Scarborough TIF/CEA Policy Updates

The Town of Scarborough invests in economic development and affordable housing through the State’s Tax
Increment Financing (TIF) District program.

Under this program, the Town may create districts for a specified period of time within the municipal borders
where property taxes paid on new value associated with development can be segregated and used for specific
purposes. The use of the funds is regulated by State Statute.

In addition to creating a way for the Town to invest in the community, the TIF District designation also allows the
Town to “shelter” new value from State funding formulas which determine how much financial aid the Town
receives each year. Within the State funding formulas, the more value from properties within a town, the less
that town will receive from the State. With a TIF district in place, all new value generated is not counted in the
funding formula, thus increasing the amount of funds received from the State each year. Value is also a factor in
the amount assessed to the Town from County government. With sheltered value, the County tax is lower.

Within an established district, the Town MAY choose to partner with a developer, company, organization or other
private entity under a contract known as a Credit Enhancement Agreement (CEA). With a CEA in place, the Town
may return a percentage of property taxes collected on new development to the partner. The CEA agreement
outlines the period of time covered by the agreement, the purpose of the funds and may include performance
standards. All CEA’s must be part of a Town and State approved TIF District.

The Town may also choose to invest the segregated funds for their own purposes such as infrastructure or services
to support new development.

1. Purpose of Poli

The purpose of this policy is to outline the policies, standards and processes that the Town of Scarborough will
use in initiating, e+censidertag reviewing, and potentially approving applications for Tax Increment Financing
Districts (TIF) and any Credit Enhancement Agreements (CEA) associated with an existing or proposed district.
Notwithstanding-this-peliey The creation of a TIF district and/or an associated CEA adeption-et-a-development
program is a decision made on a case-by-case basis by the Scarborough Town Council. This policy will apply to
TIF Districts and CEA agreements for both economic development and housing projects. The Policy applies to both
area wide and site-specific designations.

In addition to the Town review process, all TIF District applications must be consistent with State statutes
requlating Affordable Housing Development Districts (30-A M.RSA. §§5245-5250-G) and Economic



Receiving a or CEA ereditenhancement-agreement is not a right under Maine law and meeting

the standards contained in this policy should not be interpreted as creating any rights or entitlements in any
application.

Scarborough's TIF & CEA Policy supports investment in municipal economic development, ,
infrastrudurei_n_ves_t_mem ahichis conaralthrauah the actahlichman ofatea-wide orneighborhog ictvi

and individual Hedisbdeic e seapad aliberininsindue srindbddusbadvato srejedt

I11. Establishment of TiF Districts

The Town Council may establish and/or amend any district within municipal borders. Guidance for the Council
on the creation of Districts include the following.

il TIF Districts may be designated for up to 30 years. The designation of a TIF district requires,
. legal notice, a public hearing, the majority vote of the municipal legislative body, and state
approval.
2. Eligible Expenses: Eligible TIF expenses are defined by the State of Maine in the relevant State statutes
found in Title 30-A of the Maine Revised Statutes in Sections 5221 through 5235 and Sections 5245
through 5250-G and in regulations related thereto (which may be amended from time to time).

3. The Town Council wilt consider proposals that further economic
development goals endersed by-the Comprehensive
Plan. Designated Growth Areas should be considered as part of consistency with the current Comprehensive
Plan.

/‘L- CEA A ‘T"’i:’f‘l\\,‘:’? "\‘:

. ACEA may be considered
simultaneously with a newly established or amended TIF by the Ceuncil.
5. Boundaries:

infrastructure improvements deemed necessary by the



10.

1.

'A

Comprehensive Plan, the Town's capital improvement program, or in other supporting documents
recognized by the community.
Personal Property: Personal property shall not be

eaptured-HE.
Excess Funds in A CEA: TIF districts and-development programs-that include one or more CEAs shall
include a provision that directs any excess funds after the CEA is satisfied to

or to the Town's general fund. depending-upen-the-Council-determination:

Shelter Benefit Analysis:

Percent Modification of Retained Taxes: The Town by vote of Council majority may modify the portion
of tax revenue to be retained in the designated development districts.

Amendments: Some amendments made by the Town Council to an established District will require State
approval.
edit Enhancem reements

A CEA, or contract between the municipality and developer or business, is a mechanism to assist the development
project by using all, or a percentage of, the tax revenues generated by the new investment to pay certain authorized
project costs with payments made directly to the developer or business.

General Considerations for CEA's

1)
2)

Application: The requester must make application under the guidelines outlined in this policy
Amount of Funds: TheTIFfundsteimbursed/returned-to-the developer{viaa-CEA}will-note

developmentprogram-and-GEA. The CEA will stipulate the percentage reimbursement and the specific years



in which the reimbursement will be in effect. A specific dollar cap may be established that governs the CEA.
Once met, reimbursements will halt.
Minimum Threshold of Development: Economic Development CEA's must create at least $2,000,000

0 he CEA should-outline the speciicusesoHno s to-peFemBHHSes ol Ol line: [iuso

Contracts: All CEA's will be performance-based contracts with stipulations that address, as appropriate, the
intended use of the funds and associated costs, the timing of projects, and the level of development. All contracts
will stipulate the performance measures and the consequences of not meeting a stipulation.

Terms of Agreement: Te
basis: Terms should include:
Agreements shall extend between Hive ten and 30 years
associated
b. Up to 100% of the incremental value created by the project ean may be captured, depending upon
the merits of the project
¢. Termsshall be consistent with state statute
d-  The CEA partner will report annually to the Town on the status of the project, the use of funds and
the progress toward any contract performance measures outlined in the CEA. The partner will also

Assignments will be allowed only for conventional commercial financing purposes or where the
proposed assignee agrees to be bound by the same terms and conditions as the original applicant
unless otherwise amended by agreement

Suspension, Reduction, and/or Termination of Benefits: Credit Enhancement Agreements may
contain provisions for the suspension and/or termination of benefits to the applicant as provided for in the
CEA. This may include penalties for not meeting agreed upon targets, performance thresholds and/or

G v o sy vav Savav ey >

Financial Analysis: The applicant will include an analysis of how the requested funds will be used and
why Town investment is needed. cost to serve analysis tax shift



be developed. disclasure: Town-staffwill-assist the-applicantin the-preparation-etthis-inlormation. and
expert-analysis- For projects over $10,000,000 in total reimbursement, 5,000,000, the Town will require a

third-party financial analysis. For projects under $5,066,008; $10,000,000 staff will work with applicants to
review and assist with the preparation of needed financial analysis requested by the Council. Applicants

may request a waiver of the third party analy5|s Gewwnﬁquewataddmgnale*pewaﬂa%ﬁ%xpeﬁ

9} Forany project involving housing, the Planning Director will advise the Council on available permits under
the Rate of Growth ordinance:

V. CEA Application Process

SEDCO-and-the The Executive Department will coordinate all activities regarding applications fereconomic
developrmenttax-tnerementFinandng with-possible for all CEAs and CEA Amendments. The Town Manager will
include the Housing Alliance, the SEDCO Board, SEDCO staff or other relevant staff to assist in working with an
applicant, coordinating the process and /or producing requested analysis needed by the Council as part of their
decision-making process. Each applicant shall be assigned a staff coordinator.

Itis-understoodthat The CEA process-can may precede other local approvals, however, the final CEA approval can
make receipt of such approvals as a condition. Working with applicants, the designated staff coordinator will
coordinate the following process:

Step1: SEDCO An applicant will begin the process by contacting the Town Manager’s office or the SEDCO Executive
Director regarding interest in a CEA. If the request starts at SEDCO, SEDCO will inform the Town Manager. The Town
manager then designates a staff coordinator. The designated staff coordinator will provide information on
Scarborough’s TIF/CEA policy pregrar-to the applicants and will then be point of contact for the applicant throughout
the process.

Step 2: The applicant will prepare a letter to the Town Manager outlining the basics of the proposed project and
which thresholds the project meets from Section VI of this policy.

Step 3: The Town Manager reviews the letter and makes a determination on whether the project meets the required
thresholds outlined in Section VI and whether or not proposed project fits within an existing TIF District. The Manager
will inform the applicant in a letter either 1) that the project has met the initial threshold standards and may
continue in the process or 2) that they have not met the threshold standards, and the process stops. Applicants may
resubmit. The Town Manager shall have final authority to invite an application. If an application is determined viable,
the Town Manager shall notify the Town Council that an application is forthcoming. If the application is for a Housing
CEA, the Town Manager will also inform the Housing Alliance.



Step 4: The applicant shall file a preliminary application with the Town through SEBCO-
The staff coordinator shall review the apphcatlon for completeness and then submit a-complete

e} to the Town Manager forjoint diseussion-

Step 5a: For Economic Development Applications, the Town Manager, in consultation with the Town Council Chair,
will schedule a joint workshop with the Town Council and SEDCO Board. Applications. The workshop should resultin
feedback about whether the application is an appropriate use of TIF funding At the joint meeting:

a. The applicant shall provide an overview of the development project

The Town Manager and SEBEO provide any preliminary input.
¢.  The Town Council and shall provide appropriate comment, as
appropriate

There should be a preliminary discussion of terms

Step 6: Using the comments from workshop or Housing the applicant may apply for final
application approval {the-application-is-a-separate-dectment): The Town Manager and SEBEO staff coordinator shall
proceed with the following:
a. Meetand obtain input from appropriate department heads, specifically Finance and Assessing
b. Unless otherwise specified by the Town Council, the applicant may be asked to obtain Master Plan approval,
preliminary subdivision or preliminary site plan approval

d. Revise, and renegotiate with the applicant as necessary

Step 7: Present the final application te-fellowing-items to the Finance Committee with-ary-staft-comments

a) Applicant will highlight how the final application addresses workshop comments
b) Asummary of all staff, SEDCO Board or Housing Alliance comments including financial impacts and
proposed terms

e) Finance Committee SCORES the application based on CEA standards

f)  Finance Committee makes recommendation to the Council ineluding-composite-scores:



Step 8: Council starts final approval process
a) Reviews Finance Committee Recommendation
b} Final TIF/CEA proposal brought to Council for approval using a full public process including a public
hearing, and a second reading prior to the final vote. Atthe-Tewn-Council's-discretion - the-public
hearing-andfinalaction-may-occurat the same-meeting:

VI. EA Application Thresholds and Preliminary Applications

A. Economic Development CEA’s
a) Projects requesting an Economic Development CEA must meet at least 3 of the following objectives/thresholds:

Assistance supports public infrastructure projects typically funded through municipal budgeting
The infrastructure project is identified as needed and or determined to delivera public benefit
Development project cannot move forward without specified i ' infrastructure
Development project will create or retain sustainable employment opportunities

Development project will enhance environmental protections

Development project is financially advantageous to the Town

N oo W

b) The Applicant will draw upon this list to develop a letter to the Town Manager to initiate a CEA project as
outlined in Step 2 of the process.

¢) Narrative in the Preliminary Application must include:

1. How the project will attract, retain or expand the Town's economic base

2. How the project will implement specific recommendations from the Town’s strategic planning
documents including the Comprehensive Plan

3. How the project is consistent with the current Comprehensive Plan
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1.

A projection of new or retained employees

How the project will create at least $2,000,000 in new taxable valuation

How the project will provide infrastructure beyond the current project

How the project will enhance streetscape and the pedestrian experience

How the quality of development and overall aesthetics goes beyond minimum requirements
How the project adheres to higher standards of building design, materials, and energy efficiency.

. How the project will enhance environmental protections resulting in a more sustainable community or

will enhancefincrease access to natural resources.
How the project makes financial and economic sense for the Town

d) Narative in the Final Application must include:

1.
2.

All information in the preliminary application

Any additional Financial Analysis not provided in the preliminary application including a cost to serve
analysis and a tax shift analysis.

Revisions or additional information based on comments from the joint workshop

A draft contract

including
all types of equity and/or market financing.
25%



7) The projectis located in an area with sufficient access to local services and job opportunities.
8) The project provides a walkable environment for residents.
9) The project is located in an established TIF District.

d) The Applicant will draw upon this list to develop a letter to the Town Manager to initiate a CEA project as
outlined in Step 2 of the process

e) The Narrative in the Preliminary Application must include:

Documentation on which of the above objectives are met by the project

How the project will affect the current housing supply in Scarborough

An accounting of all units by type and affordability classification

An explanation of how the affordable units will be held as affordable into the future

A description of the applicant's experience, technical capacity, initiative and creativity in the

development of affordable housing

6. An accounting of what role the CEA plays in the overall financing of the project

7. Adescription of how the project will implement specific recommendations from the Town's strategic
planning documents other than the Comprehensive Plan, if relevant.

8. How the projectis consistent with the current Comprehensive Plan

2 asidepioeg : } ildren-A description of your target market for
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the units.

10. An accounting of value created, tax revenues generated and percentage of reimbursement of tax
revenues requested by year

11. Whether the project will provide infrastructure beyond the current project

12. Whether the project will enhance streetscape and the pedestrian experience beyond the project

13. How the project adheres to higher standards of building design and energy efficiency.

14. How the project will embrace sustainable practices

15. An explanation of how the CEA fulfills different point values in the MaineHousing application.

16. Abrief description of what is extraordinary about the project.

f)  Narrative in the Final Application must include:

1) Allinformation in the preliminary application

2) Any additional Financial Analysis not provided in the preliminary application including a cost to serve
analysis and a tax shift analysis.

3) Revisions or additional information based on comments from the joint workshop

4)  Adraft contract



Credit Enhancement Objectives Housing

Objectives

Rating Scale

Applicant
Score

Finance

Directly implement specific
recommendations of the
Town’s strategic planning
documents such as the
Comprehensive Plan

O0to5

i
| Committee Score l

Increases the supply of
affordable and workforce
housing

Oto5

Extraordinary development
/redevelopment costs making it
impossible to move forward without
assistance

Additional Funds Leveraged

_0 to5

Oto>S

Projéc? includes 40% to 60% AMI
Housing opportunities

Oto5

Demonstration of long-term
commitment to keeping homes

| affordable

0to5

Enhances the streetscape or
pedestrian experience

0t05_

Project located in area with
services and job opportunities

0 to_5

Project located in existing TIF
District

Oto5

L




Credit Enhancement Objectives Economic Development

Objectives Rating Scale Applicant Finance
_ Score Committee Score
Directly implement specific Oto5
recommendations of the
Town'’s strategic planning
documents such as the
Comprehensive Plan
Supports needed public Oto5
infrastructure B
Extraordinary development Oto5
/redevelopment costs making it
| impossible to move forward without
assistance
New/retained employment Otohb
potential B |
Project is financially advantageous 0to5
to the Town
Infrastructure beyond the current Oto5
project B -
Enhance the streetscape or 0to5
pedestrian experience
Preserve of rehabilitate a locally Oto5
significant historic structure
Project will enhance environmental Oto5s
protections _
Project supports Schools Oto5
Project helps retain other Oto5
businesses _
Project located in existing TIF 0tob5

District




Item 6.

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-pessible credit rating_(See Definitions Section 1V), (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 I11. 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 _vyear’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 unt|I the asplratlonal qoal IS met Ihelewn%set&geﬂ—&we&ghths

Once the Town achieves an unassigned fund balance greater than egualte-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 replenlsh the fund balance to the establlshed minimum level W|th|n two years




Section V. 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) V. 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) ®. 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) ®. 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.

Moody's !!. Fitch
Aaa AAA AAA Prime
Aal AA+ AA+
Aa2 AA AA High grade
Aa3 AA- AA-
Al A+ A+
A2 A A Upper medium grade
A3 A- A-
Baal EEB+
Baa2 BBB Lower medium grade
Baa3 BBB-
Bal BB+ MNen-investment grade "J"Ek"
Ba2 E8 speculative
Ba3 BB-
Bl B+
B2 B Highly speculative
B3 B-
Caal CccC Substantial risk
Caa2 Extremely speculative
Caa3 Default imminent with
cC little prospect for
C recovery
D In default

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

@https://www.moodys.com/sites/products/productattachments/ap075378 1 1408 ki.pdf

Bhttps://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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