





Town of Natick Appendix F

Financial Summit

Appendix F: Notes & Assumptions

Notes:
Actual Data - Data presented as actual for FY 2000-2008 is taken from final G/L accounting reconciliations prepared by the Town Comptroller. FY 2009 is taken from the
accounting system but has not been finalized and has not been audited as of the printing of this document. Figures may change slightly.

Constant Dollars - Or "dollars adjusted for inflation” utilizes data from the U.S. Department of Labor, Bureau of Labor Statistics for the Boston-Brockton-Nashua
Metropolitan Statistical Area. CPI-U data used is for the mid-year analysis, CY 2000-2009. This corresponds to the end of the Town's fiscal year. CPI-U assumes that the
period of time 1982-1984 = 100.

Comparable Communities - Communities were chosen based upon similar population size, and demographic characteristics' such as equalized value/capita and household
income.

Households - The number of households for the Town of Natick was determined using the Tax Recapitulation Worksheets, Worksheet LA-4, and counting all residential
properties by property type (single-family - Code 101, double-family or duplex - Code 104, triplex, Code 105, etc.) and updating on an annual basis. An assumption was
made for the amount of dwelling units in condominium developments.

Population - Population data used in the indicators is provided from the Department of Revenue. Projections provided in the Appendicies provided from the MAPC. Both
sets of figures use the 2000 U.S. Census Burau statistics as a base and then annual or future decennial result are extrapolated from that amount.
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TOWN OF NATICK
TOWN ADMINISTRATOR’S
FINANCIAL MANAGEMENT PRINCIPLES

December 2008

As per the Town Charter, Section 5-4, the Town Administrator is required to have proposed
financial policies for the town each fiscal year. This list of policies has been presented to the Board
of Selectmen, and an earlier version to the Financial Planning Committee.

PART 1: GENERAL

To protect the town’s financial stability, to ensure the availability of adequate financial resources
in times of emergency, to capitalize on high bond ratings (and thus low interest rates), it is
essential that policies regarding the town’s financial management be adopted and adhered to in
the preparation and implementation of the town’s operating and capital budgets.

PART 2: PRINCIPLES

Reserves: Use and Recommended Balances

Reserves and one-time revenues should be used only for capital or other non-recurring
expenses.

The Town will strive to maintain unappropriated free cash at a minimum of 1% of
revenues, and unappropriated free cash should never be less than % % of revenues.

The stabilization fund should, at a minimum, be at a level equal to 2% of revenues, with the
target being 5% of revenues; the stabilization fund should be replenished with surplus
funds whenever possible.

Existing reserves should be enhanced whenever possible.

Capital Planning and Budgeting

A 5-Year capital plan should be developed and updated annually, per Section 5-7 of the
Town’s Charter.

Whenever practical, capital funding should be done in the fall after free cash has been
certified.

A minimum of 8% of general fund revenues should be set aside annually to fund capital
needs, inclusive of cash appropriations and the subject year’s debt budget. Not included in
this target are those capital improvements and equipment purchases funded through debt
exclusion, Enterprise Fund or Intergovernmental or other sources such as Chapter 90,
mitigation funds, etc. Ideally, this target should provide for a minimum of 10% of general
fund revenues set aside in support of annual capital budget given the size of the Town’s
capital assets. However, the Town’s current fiscal situation makes such a target unrealistic.
This goal should be revisited at the earliest possible opportunity.

Debt Issuance and Management

Capital projects should be carefully scheduled and monitored to minimize borrowing costs
while optimizing investment opportunities.
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Large capital project, generally costing over $1 million and having a useful life of ten years
or more, are typically funded with debt to spread the cost out over many years. In order to
prevent such projects from absorbing significant capacity within the levy, careful
consideration should always be given to excluding these projects from the limits of
Proposition 2 % through debt exclusion question to the voters.

Whenever practical, the issuance of expensive short-term Bond Anticipation Notes should

be avoided.

Financial Planning and Forecasting

Revenue estimates should be realistic, yet conservative, to minimize the potential of
shortfalls in the subsequent year’s operating budgets and corresponding impacts on free
cash.

Three year revenue and expenditure forecasts should be updated annually.

Cash Management

Balances in prior Town Meeting funding articles shall be reviewed annually and excess
balances shall be closed out to free cash.

Fees and charges will be reviewed regularly to ensure that — where appropriate — they
cover direct and indirect costs associated with the related service.
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FY 2010 Tax Recapitulation Worksheet
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