AGENDA
SCARBOROUGH TOWN COUNCIL
WEDNESDAY - SEPTEMBER 5, 2018
REGULAR MEETING -6:30 P.M.

NO NEW BUSINESS SHALL BE TAKEN UP AFTER 10:00 P.M.

Item 1. Call to Order.

Item 2. Pledge of Allegiance.

Item 3. Roll Call.

Item 4. General Public Comments.*

Item 5. Minutes: August 15, 2018 - Regular Town Council Meeting.
August 29, 2018 - Special Town Council Meeting.

Item 6. Adjustment to the Agenda.
Item 7. Items to be signed: a. Treasurer’s Warrants.

*Procedure for Addressing Council [Posted in Chambers.]

Order No. 18-058, 7:00 p.m. Public hearing and action on the following request for a Food Handlers
License from Sebago Brewing Company, located at 201 Southpointe Drive. [Town Clerk]

OLD BUSINESS: None at this time.

NEW BUSINESS:

Order No. 18-059. Act on the request to adopt the new proposed Financial and Fiscal Policy. [Finance
Committee]

Item 8. Non Action Items.

Item 9. Standing and Special Committee Reports and Liaison Reports.
Item 10. Town Manager Report.

Item 11. Council Member Comments.

Order No. 18-060. Act on the request for an executive session pursuant to Title 1 M.R.S.A. 8405(6)(c)
in consultation with legal counsel relating to the proposed Downs Credit Enhancement Agreement.
[Town Manager]

Item 12. Adjournment.



AGENDA

SCARBOROUGH TOWN COUNCIL
WEDNESDAY - SEPTEMBER 5, 2018
REGULAR MEETING -6:30 P.M.

Order No. 18-058. Move approval of the following request for a Food Handlers

License from Sebago Brewing Company, located at 201 Southpointe Drive. [Town
Clerk]

Town Clerk Ought to Pass

Sponsor Recommendation

09/05/2018 - Vote:

First Reading/Vote

N/A

Public Hearing

N/A

Second Reading/Final Approval/Vote
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SCARBOROUGH TOWN COUNCIL
WEDNESDAY - SEPTEMBER 5, 2018
REGULAR MEETING -6:30 P.M.

Order No. 18-059. Act on the request to adopt the new proposed Financial and Fiscal
Policy. [Finance Committee]

Finance Committee Ought to Pass

Sponsor Recommendation

09/05/2018 - Vote:

First Reading/Vote

N/A

Public Hearing

N/A

Second Reading/Final Approval/Vote















The Finance Director and the Deputy Finance Director will be authorized to transact investment
business on behalf of the Town. All trade confirmations will be sent directly to the Beelkeeper
Accountant where transaction details will be compared and verified against internal records.

ACCOUNTING METHOD

Investments will be carried on the Town books at cost. Interest on securities will be credited to
investment income at the time of sale. The values of investment securities will be accrued as of each
fiscal year end.

EXTERNAL MANAGEMENT

The Finance Director may contract with a qualified external money management company in order
to benefit from portfolio diversification, credit research, full-time portfolio management and
economies of scale that are unavailable from Town staff. Any such contract will define and control
the risks of the portfolio and establish performance criteria for monitoring and evaluating results.

STATUTORY COMPLIANCE

Nothing in the Town’s investment policy shall be read to contravene with State law, Title 30-A
M-R-S-A- Sections 5706 through 5719 of the Maine Revised Statues, as amended.

BIBLIOGRAPHY

Maine Revised Statutes Title 30-A Chapter 223, Subchapter 3-A Municipal Investments:
http://www.mainelegislature.org/legis/statutes/30-A/title30-Ach223sec0.html

SECTION III. FUND BALANCE POLICY

The Fund Balance Policy is intended to provide guidelines during the preparation and execution of
the annual budget to ensure that sufficient reserves are maintained for unanticipated expenditures or
revenue shortfalls. It also is intended to preserve flexibility throughout the fiscal year to make
adjustments in funding for programs approved in connection with the annual budget.

The Fund Balance Policy should be established based upon a long-term perspective recognizing that
stated thresholds are considered minimum balances. The main objective of establishing and
maintaining a Fund Balance Policy is for the Town ef-Searbereugh to be in a strong fiscal position
that will allow for better position to weather negative economic trends.

The Fund Balance consists of five categories: Non-spendable, Restricted, Committed, Assigned, and
Unassigned.

* Non-spendable Fund Balance consists of funds that cannot be spent due to their form (e.g.
inventories and pre-paids) or funds that legally or contractually must be maintained intact.

* Restricted Fund Balance consists of funds that are mandated for a specific purpose by
external parties, constitutional provisions or enabling legislation.
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e Committed Fund Balance consists of funds that are set aside for a specific purpose by the
Council. Formal action must be taken prior to the end of the fiscal year. The same formal
action must be taken to remove or change the limitations placed on the funds.

» Assigned Fund Balance consists of funds that are set aside with the intent to be used for a
specific purpose by the Council. Assigned funds cannot cause a deficit in unassigned fund
balance.

» Unassigned Fund Balance consists of excess funds that have not be classified in the previous
four categories. All funds in this category are considered spendable resources. This category
also provides the resources necessary to meet unexpected expenditures and revenue shortfalls.

»  Unrestricted Fund Balance is the combination of the Committed, Assigned and Unassigned
fund balance.

OPERATING BUDGET

The total General Fund Budget, are all budgets, including amendments, as adopted by the Town
council. The General Fund Budget shall include all budgets included in funds 1100 and 7100:

Municipal Gross Budget

Education Gross Budget

Adult Learning

Community Services- All Divisions

Capital Equipment

Debt Service

County Assessment

Non-spendable and Restricted Funds. Non-spendable funds are those funds that cannot be spent
because they are either:

e Not in spendable form (e.g. inventories and prepaids)

e Legally or contractually required to be maintained intact

It is the responsibility of the Town Manager or their designee, to report all Non-spendable Funds
appropriately in the Town’s Financial Statements.

Restricted funds are those funds that have constraints placed on their use either:
o Externally by creditors, grantors, contributors, or laws or regulations or other governments
e By law through constitutional provisions or enabling legislation.

It is the responsibility of the Town Manager, or their designee, to report all Restricted Funds
appropriately in the Town’s Financial Statements.

CLASSIFYING FUND BALANCE AMOUNTS

When both restricted and unrestricted funds are available for expenditure, restricted funds should be
spent first unless legal requirements disallow it. When committed, assigned and unassigned funds are
available for expenditure, committed funds should be spent first, assigned funds second, and
unassigned funds last; unless the Town Council has provided otherwise in its commitment or
assignment actions.

AUTHORITY TO COMMIT FUNDS
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The Town Council has the authority to set aside funds for a specific purpose. Any funds set aside as
Committed Fund Balance requires the passage of a resolution by a simple majority vote. The passage
of such action must take place prior to June 30th of the applicable fiscal year. If the actual amount of
the commitment is not available by June 30th, the resolution must state the process or formula
necessary to calculate the actual amount as soon as information is available.

AUTHORITY TO ASSIGN FUNDS

Upon passage of the Fund Balance Policy, authority is given to the Town Manager to assign funds
for specific purposes. Any funds set aside as Assigned Fund Balance must be reported to the Town
Council. The Town Council as the authority to set aside funds for the intended use of a specific
purpose. Any funds set aside as Assigned Fund Balance requires a simple majority vote and must be
recorded in the minutes. The same action is required to change or remove the assignment.

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 has set a goal, through this Fund Balance Policy, to maintain the level of Unassigned Fund
Balance equal to 10.0% of Searboreugh’s-the Town’s Operating Budget for the prior fiscal year and
to not fall below 8.33% (or 1/12) of Searbereugh’s-the Town’s Operating Budget.

Once the Town achieves an unassigned fund balance equal to 10.0% of Scarborough’s Operating
Budget, any excess above 12% must be assigned by any combination to one of the following;

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

e 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

o Funding future capital expenditures and/or projects, and/or

o theRetirement of debt, and/or

e atTaxpayer refund.

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.

REPORTING

Annually the Town Manager shall report to the Town Council’s Finance Committee the Statement of
Activity of all fund balances that will include the beginning year’s balances, gross adjustments in and
out of each account during the reporting period and final report period ending balances. Such report
shall occur following receipt of the audited financial statements.
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PURPOSE

As a way of structuring the review and funding of capital improvement projects competing for
economic resources, the Town of Scarborough looks at long-term capital planning and budgeting.
This policy sets forth comprehensive guidelines for the determination and prioritization of capital
asset purchases and improvements. It is the objective of this policy to:

Determine the physical assets to be renovated or replaced,;

Document the decision-making process;

Demonstrate a commitment to long-term financial planning objectives;

Annually prioritize those physical assets to be included in the Capital Improvement Plan;
Utilize debt financing only when desirable;

Identify capital planning objectives for staff to implement;
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e Understand how the operating budget will be impacted by the completion of the capital
project;

e Ensure that the useful life of the asset or project equals or exceeds the payout schedule of any
debt the Town assumes for the project. This allows for a closer match between those who
benefit from the asset and those who pay for it.

Capital projects may involve the following:
e Purchasing Land
e Constructing new public facilities
e Improving infrastructure (i.e., refurbishing a bridge, resurfacing a street)
e Purchasing major equipment

DEFINITIONS

Public Infrastructure. Infrastructure of the Town of Scarborough to include, land, buildings, parks,
streets, bridges, vehicles and equipment, etc.

Capital Budget.

The first year of the capital improvement program with a detailed source of financing for each of the
capital projects specified for implementation during the upcoming year with a listing and description
of the following four (4) years.

Capital Improvement Program. A listing of the planned capital improvement projects (coupled with
expected costs and financing plans of each) for the upcoming five (5) year period, and scheduled
according to priorities and timing the CIP. The CIP should be organized between capital projects and
capital equipment. In addition to estimated costs, a narrative description of each capital item should
be provided.

Capital Improvement Project. A major, nonrecurring expenditure used to expand or improve a
government’s physical asset, including facilities and infrastructure, that are not consumed within a
year but rather have a multi-year life.

Capital Equipment. A major expenditure used to expand or improve a government’s equipment,
including vehicles, technology, building equipment.

Multi-Year Capital Budget. A process designed to ensure that the longer range consequences of
capital budget decisions are identified and reflected in the budget totals and updated annually.

Equipment Replacement Schedule. A detailed systematic schedule of anticipated replacement of all
vehicles and major equipment that is customized to each department and is based on industry
standards of predicted life expectancy. The replacement schedule is based on the premise that
vehicles and equipment should be replaced before major maintenance expenses are incurred and while
residual (trade-in) value can be maximized. These schedules shall serve as the basis for the capital
equipment portion of the CIP.

IMPLEMENTATION/POLICY MANAGEMENT

The Town’s Capital Planning Policy shall be implemented by the Town Manager/-and the Finance
Director when developing comprehensive capital planning management guidelines that provides for
the following:
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e Departments Administrators to review their physical assets annually;

e Capital improvements should be developed, approved and financed in accordance with the
Town Charter and Purchasing Policy and the capital improvement budgeting process;

e Determine which projects need voter authorization;

e Assess financing alternatives for funding capital improvement prior to issuing debt (bonds);

e Determine the funding source for the project being improved (appropriation, bonds, property
taxes, grants, etc.).

o For long-term borrowing, the equipment or project is an item that is purchased and/or
constructed infrequently, has an expected useful life of at least five (5) years, and costs
in excess of $100,000; and

o For short-term borrowing or lease/purchases, the equipment is an item that is
purchased infrequently, has an expected useful life of at least five (5) years, and costs
less than $100,000.

o Funding by Appropriation: Any capital item can be funded by appropriation,
regardless of value.

This policy will be enforced by the Town Manager/and the Finance Director. This Capital Planning
Debt Management Policy shall be reviewed by the Finance Director/-and the Town Manager and the
Finance Committee at least annually.

CAPITAL IMPROVEMENT BUDGET

A capital budget forces a systematic identification and prioritization of capital projects. This helps to
avoid unexpected budget fluctuations and surprises in the operating budget. The goal is to anticipate
and plan for most projects involving public facility improvements and major equipment purchases.
Thus, a capital budget is the implementation vehicle for adopting a capital improvement project that
is part of a long-range capital improvement program.

A multi-year capital improvement budget shall be prepared and submitted to the Finance Committee,
separate from the operating budget, annually. The capital budget shall provide a list of projects and
the means of financing and cover a five year period of time. The projects included in the capital
budget should be part of the Town’s capital improvement program. To be considered for bonding,
projects must be included in the Capital Improvement Budget as part of the capital improvements or
capital equipment. All projects which are required to go to voter referendum, shall also be included
in the multi-year Capital Improvement Budget.

PRESERVATION OF EXISTING CAPITAL INFRASTRUCTURE

It shall be the policy of the Town that adequate resources are allocated to preserve existing
infrastructure before targeting resources to build new facilities that also have operating and
maintenance obligations. Emphasis shall be given to protect historical investments in capital facilities
and to avoid embarking on a facility enhancement program, which when couple with the existing
facility requirements, the Town cannot afford to maintain.

LONG-RANGE FACILITY PLAN

A long-range facilities plan should be prepared that considers the Town’s future needs based on a 20-
year outlook. This plan should consider estimated costs and list projects in order of priority. Before
new facilities are considered, efforts should be exhausted to modify existing facilities to meet future
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needs as well exploration of “partnerships” to minimize capital investment required for construction
as well as operations and maintenance.

LIFE-CYCLE EXPENSES

New facilities should be of high quality, low maintenance and least cost. The CIP should emphasize
and consider life-cycle costs as a consideration in prioritization. Priority should be given to new
facilities that have minimal ongoing maintenance costs as to limit the impact upon both the CIP and
the operating budget.

FINANCING OPTIONS FOR CAPITAL BUDGETS

Funding for capital items may come from a number of sources, including, but not limited to: long-
term debt (general obligation bonds), leases, reserve funds, grants or direct appropriations.

Voter Approved Bonds

Reserve Funds (From the Debt Management Policy). Adequate operating reserves are important to
insure the functions of the Town especially during economic downturns. The Town desires to build
a contingency reserve in the General Fund of no less than $1,000,000. Over the next ten (10) years
of the date of this policy adoption, the Town will initiate a Committed Fund Balance for working
capital sufficient to finance 90 days of operations (3 months) but not to exceed 4 months of operations.
These funds will help to pay for capital and operating costs during revenue-short months.

Equipment Reserve Fund (From the Debt Management Policy). An Equipment Reserve Fund to be
set up to fund future capital equipment and will be financed sufficiently to ensure that adequate funds
are available to purchase replacement equipment on a timely basis without debt financing.
Determination of the amount needed to adequately fund this equipment reserve fund will prepared by
the Finance Director and the Town Manager and approved by the Finance Committee. Complete
financing of the Capital Equipment Reserve Fund will be by accomplished within six (6) years of the
date of adoption of this policy.
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REPEAL OF PRIOR TOWN COUNCIL POLICY ACTIONS, AS FOLLOWS:

This section repeals the Town Council Debt Management Policy adopted by the Town Council on
March 21, 2012: the Town Council Investment Policy adopted by the Town Council on March 21,
2012: the Town Council Fund Balance Policy adopted by the Town Council on September 17, 1997,
and-as amended on January 20, 2010 and replaced the document adopted by the Town Council on
November 2. 2016 and the Town Council Capital Planning Policy adopted by the Town Council on
September 9, 2016 and replaces all Policies with the afore mention Financial and Fiscal Policy
adopted by the Town Council on August ? 2018.

APPENDIX 1. RATIOS

Ratios will be calculated and reported to the Finance Committee within the first quarter of each
calendar year.

1. Annual Debt Service as a Percentage of Government Budgeted Operating Expenditures Revenues
Debt service includes principal and interest payments on tax-backed general municipal debt
obligations borrowed for capital project expenditures. Debt service payments are examined relative
to general operating expendituresrevenues including special revenue funds and excluding truly “self-
supporting” debt or State Educational Subsidy.

As a fixed cost, debt service can reduce expenditure flexibility and can be a major part of a

govemment s ﬁxed costs. }f—debt—se;wee—as—a—pereen&ef—epera%mg—aepeﬂdmﬁe—ts—be}eﬂg-l%

Policy statement: Debt Service as a Percentage of Annual Revenues: Debt service will be managed
with an intent to not exceed 15% of annual revenues and with a goal of keeping this percentage below

12%.

2. Debt as a Percentage of State Equalized Value. This ratio is calculated by dividing the amount of
outstanding-debt(either direct net debt er-overall-net-debt) by the total equalized State Equalized

Valuation of the municipality.

Comparing debt to the appraised value provides an indication of the burden that debt places on all
property tax owners with our jurisdiction.
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Policy statement: Total Debt as a Percentage of equalized State Equalized Valuation: Total debt will
be managed to prevent the total debt from exceeding 8.5% of the most recent calculation of state
equalized valuation with a commitment to keep total debt below 3% of the most recently calculated
full state valuation.

3. Debt Per Capita. Total bonded debt of a municipality, divided by its most recent U.S. Census
Bureau population data. A more refined version, called net per capita debt, divides the total bonded

debt less applicable sinking funds by the total population.

Policy statement: Debt per capita will be assessed every 5 years, changing to every 3 vears after 2020,
using per capita debt as a percentage of per capita income with a goal of not having this ratio exceed
15%. On an annual basis, debt per capita will be reported as part of the annual review of fiscal health
indicators. New debt issuance may be discouraged if the new debt will result in debt per capita
exceeding 115%, adjusted for inflation. of base year FY18.

4. Per Capita Debt as a Percentage of Per Capita Income. Policy statement: Per Capita Debt as a
Percentage of per Capita Income: Per capita General Obligation debt may be managed with the intent
to not exceed 15% of the most recent computation by the US Census Bureau or the American
Community Survey of Scarborough’s per capita annual personal income. In 2015 this value was
$40.139 which would limit debt per capita to $6,021.

APPENDIX 2. INDUSTRY STANDARD DEFINITIONS OF NIC AND TIC

NET INTEREST COST (or NIC) is a common method of computing the interest expense to the
issuer of bonds, which usually serves as the basis of award in a competitive sale. NIC takes into
account any premium and discount paid on the issue. NIC represents the dollar amount of coupon
interest payable over the life of a serial issue, without taking into account the time value of money
(as would be done in other calculation methods, such as the “true interest cost” method). While the
term “net interest cost” actually refers to the dollar amount of the issuer’s interest cost, it is also used
to refer to the overall rate of interest to be paid by the issuer over the life of the bonds. The formula
for calculating the NIC rate is:

Total Coupon Interest Payments + Discount (or — Premium)

Bond Years (I

TRUE INTEREST COST (or TIC) is also known as “Canadian Interest Cost”. Under this method
of computing the borrowing issuer’s cost, interest cost is defined as the rate, compounded semi-
annually, necessary to discount the amounts payable on the respective principal and interest payment
dates to the purchase price received for the new issue securities. TIC computations produce a figure
slightly different from the net interest cost (NIC) method since TIC considers the time value of money
while NIC does not.”

Source: Glossary of Municipal Securities Terms, Municipal Securities Rulemaking Board, 1985.
The TIC bid discourages early year’s high coupon or later year’s deep discount bidding, and is most
compatible with compliance with the issuer’s concern with present value. Furthermore, this is
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currently the most commonly used method for bidding on bond issues.

The time value of money or “Present Value” undertakes computations that are used to determine
whether or not a particular investment with a specified future cash flow is a good investment. This is
based upon the premise that one dollar paid today is worth more than a dollar paid in future years.
Present Value includes evaluating any borrowing where money is paid today over the future stream
of such borrowing, to demonstrate the projected future expense. As such, an analysis assigns an
implicit time value on money by measuring the effect of foregoing the return from potential future
investment of money. In summary, the Absolute Savings are the actual numbers of dollars paid over
the life of the issue. Present Value is the actual value today of amounts paid over the life of the issue.

NOTE: M A Bond Year is $1,000 of debt outstanding for one (1) year. The number of "bond years"
in an issue is equal to the product of the number of bonds (One bond equals $1,000 regardless of
actual certificate denomination) and the number of years from the dated date (or other stated date) to
the stated maturity. The total number of bond years is used in calculating the average life of an issue
and its net interest cost. Computations are often made of bond years for each maturity or for each
coupon rate, as well as total bond years for an entire issue. Source: Glossary of Municipal Securities
Terms, Municipal Securities Rulemaking Board, 1985.
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SCARBOROUGH TOWN COUNCIL
WEDNESDAY - SEPTEMBER 5, 2018
REGULAR MEETING -6:30 P.M.

Order No. 18-060. Act on the request for an executive session pursuant to Title 1

M.R.S.A. 8405(6)(c) in consultation with legal counsel relating to the proposed Downs
Credit Enhancement Agreement. [Town Manager]

Town Manager Ought to Pass

Sponsor Recommendation

09/05/2018 - Vote:

First Reading/Vote

N/A

Public Hearing

N/A

Second Reading/Final Approval/Vote



