Tuesday, December 6, 2016: 7:00 p.m.
Groton Town Hall
173 Muain Street, Groton, MA

Present for Finance Cormmittee: G. Green {Chair), R, Hargraves {Vice Chair), D. Manugian, B. Robertson,
L. Leonard, . Sjoberg, A. Prest

Absent: None
Present for School Committee: A Manugian, M. Gilbert, A, Donahue

Documents availzble at the meeting:  FY18 FinCom Budget Submission
Town of Groton Financial Management Policies rev 6/22/15
Building/Capital Planning Committes Proposal Documents
Middlesex County Retirement System Letter 11/21/15

Mr. Green called the meeting of the Finonce Committee to order ot 7:01 pm.

Approval of Minutes: On a motion by Mr. Robertson, seconded by Ms. Leonard, the Finance Committes
voted in the majority to approve and release the meeting minutes of 11/07/16 as drafted,
The Vote: 5-0-1 {Mr. Prest abstained, Mr. Sjoberg was not present for this vote)

Finance Committee FY18 Budget Submission —~ The members reviewed the Finance Commitiee budget
submitted by the Town Accountant on £1/21/15. They made no changes to the $150,000 requesiad for
the Reserve Fund and the 5210 requested for Dues (Association of Town Finance Committees). On a
motion by Ms. Leonard, seconded by Mr. Hargraves, the Finance Committee voted unanimously to
accept the FY18 FinCom Budget as submitted. The Vots: 6-0-0

Appointment of Financial Policy Review Designee: My, Green explained that one member from the FinCom
ant one member from the BOS will be asked to work with the Town Manager to review the Overall
Finzncial Management Pglicies document and recommend changes. Mr. Sioberg was chosen to serve as
designee for the Financial Policy review effort. My, Robertson requested that any changes proposed to
the existing document be communicated to the Finance Commitiee before a final version is approved.

Charter Beview Submission — Mr. Green informed the group that Mr. Robertson and Ms. Leonard would
be atiending the CRC meeting on 12/7/16 to discuss adding & procedure for appointing alternate members
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to the Finance Committee. Ms. Leonard described the process as one which has worked well for Harvard.
in such 2 scenario, two non-veting members would be appointed by the troika (BOS/FinCom/Moderator)
and would participate actively onby when they are needed to make up a quorum. In the event of &
resignation from the committee, the most senior alternate would become 2 permanent voting member,
and a replacement alternate would be recruited.

Capital Planning/Building Commiittee — Mr. Green suggested that the Town consider appointing a standing
Building Commitiee. Currently, as major building projects are contemplated, a new committee is charged
to develop the proposal. These tend to be made up of people who have a particular stake or interest in
the building in question and may have no prior experience or specific skill set with regard 1o construction.
A permanent group of individuals with falents unigue to planning for space needs and construction
ventures might prove more objective and efficient in the long run. Mr. Green proposed asking the BOS to
support a by-law that would institute such a standing committee. He is open to including general capital
planning duties as well, but feels that this aspect is not as crucial. Mr. Robertson agreed that the vearly
capital expenditure of approximately $400,000 can be sufficiently vetted by the Town Manager with help
from the Finance Commitiee. Ms. Leonard felt that the duties for capital planning were very different
from construction planning, therefore the Town could benefit from having both committees. She
recommended term lengths of longer than one year for building committee members. Mr. Hargraves
stressed the importance of hand-picking building commitiee members and noted that the chairperson’s
rode is vitally important in such large complicated projects. Mr. Green said that he would request time on
a future BOS agenda to propose a by-law to establish @ permanent building committee.

FY18 Joint Budget Discussion — Mr. Green announced that the joint discussion with the Town of Dunstable
and the GDRSD School Commitiee would be rescheduled for January. He informed the group that while
the Town Manager is working to craft @ budget limited fo 2.4% growth, the Middlesex County Retirement
assessment has increased so dramatically that his recommended budget {one which preserves services)
reflects 2.7% growth. MCRS has recently advised the Town that the 12.5% increase is at least partially
due to corrections for GELD employees. Mr. Haddad feels that the additional revenue that would be
received from GELD {and credited to local receipts) would more than make up the difference between the
vudget goal of 2.4% and the current budgst status of 2.7%. Mr. Robertson said he would support growth
of 2.7% in this instance, if the Town Manager provides the math to back this argument. Mr. Sjoberg noted
that ali ermnployees of the Town {including those assigned to Enterprise operations) are liabilities of the
Town. The fact that revenue can be found to offset this liability does not necessarily justify spending
above the 2.4% guideline. The members briefly discussed the way in which specific revenue sources are
used to offset expenses. Ms, Gilbert echoed Mr. Sjoberg’s concerns saying this would set an unhealthy
precadent. The general consensus among the FinCom members was acceptance of 2.7% budget growth
conditional upan seeing details from MCRS, and the math justifying the offsetting credit.

GDRSD Budget & Finance Summary = Ms. Gilbert provided a summary of the most recent School
Committee Budget & Finance discussion. The School Committes is analyzing enroliment and class size
data in an effort to betier map these trends to staffing levels. Ms. Donahue added that any efficiencies
found will allow the School Committee to budget additional priorities previcusly identified in the needs
assessment. Mr. Roberison noted that this strategy, while likely to increase efficiency, will not reduce
operating growth, Ms. Gilbert replied that while the district is grateful for the additional revenue received
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frem the Towns over the last couple of years, they do not yet feel that the playing field is level, therefore
it may be to0 so0n to discuss limits on growth. The disirict does not have access (o the level of Free Cash
that the Town has. Additionally, emergent capital infrastructure needs are of immediate concern. My,
Green said that the Town may be able to use Free Cash to help the District with its capital plan or to
refresh E&D. Ms. Manugian argued that 2.4% growth may be & mathematical solution, but it is not a
pragmatic one, and the District cannot meet this in the short term. The group discussed the complications
tnherent in making staffing decisions in response to class size data. Mr. Robertson notea that some of
the ideas that the District should explore {virtual services and outsourcing} could also be applied to Town
operations. Mr. Manugian agreed saying that he would like to see the Town consider reductions in staff.
Mr. Green hopes to continue to hold joint budget meetings {Dunsiable/Groton/GDRSD) and offerad to
host the next one on January 3. Ms, Manugian expressed concern that the Town budget would be fixed
by that date. The Finance Committee assured her that they would not even receive a balanced Town
budget until 12/31, therefore, their work would just be beginning at that point. Mr, Green coffered his
idea for jointly strategizing a plan to successfully market future tax override requests.

fir. Green officiolly udiourned the meeting ot 8:45 p.m.

Respectiully submitted,

Patricia Dufresne, Recording Secretary
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TOWN OF GROTON
OVERALL FINANCIAL MANAGEMENT POLICIES

Infroduction

The Board of Selectmen seis forth the following financigl orinciples consisient with its
responsibiliies in Grotan's Home Rule Charfer. These principles provide a broad framework for
overall fiscal planning and management of the Town of Grolon's resources. In addiion, these
principles address both current activities and long-term planning. The principies are intended to
be advisory in nature and serve as a point of reference for ali policy-makers, administrators and
acdvisors. It is fully understood that Town Meeting retains the full right to appropriate funds and
incur debt at levels it deems appropriate, subject, of course, to statutory limits such as Proposition

2172,

The principles outlinad in this policy are designed to ensurs the Town's sound financial condition,
and seek o be in the best economic interest of the Town now and in the future. Scund Financial

Condition may be defined as:
= Cash Soivency - the ability to pay bills in a timely fashion.
e Budgetary Soivency - the ability t balance fhe hudget annually.
= Long-Term Solvency - the ability to pay future costs.
o Service Level Solvency - the ability to provide needed and desired services.

e Public Confidence - the ability to gamer public support for decisions that promote
financial stability.

liis @qually important that the Town maintain flexibility in its finances to ensure thal the Town is
in @ position to react and respond to changes in the economy and new service challenges without

measurabie financial stress.

General Financial Guldelines

1. Financial discussions shall be open and inclusive. The Town is commitied io regular
financial forecasting, independert audit, and periodic public review of financial details and
ratification of decisions by Town Meeting.

2. The Town will aveid budgetary procedures that balance current expenditures at the
sxpense of meeting fulure vears' expenses, such as postponing expenditures, accruing

future vears' revenuas or rolling over short-term debt.

3. Ongoing operating costs will be funded by ongoing operaling revenus sources. This
crotects the Town from fluctuating service levels and avoids concern when one-time

revenues are reduced or removed,
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Increases in ongoing operational revenue beyond the statutory 2-1/2 % shall be used
according to the following priorities:

a Assuring that unassigned fund balance, stabilization funds, and other funding
requirements reach their appropriate levels, based on periodic review of capital
needs (ses #s 4 & 5 below);

b : Leveling, of if possible, decreasing the tax rate, and only after these three priorities
w are met;
c. Increasing service levels or other operafional expenses

The Town Manager will prepare five-vear revenue and expsnditure projections to support
the annual budget selling process and to ensure the policies presented herein are
satisfied. The projection will be presented f¢ both the Board of Selectmen and Finance
Commitiee as part of the Town Manager's Proposed Operating Budget and adopted as
part of the Budget Process.

4. The Town will maeintain & Stabilization Fund as the second of iis two primary financis!
reserves. It shall be the goal of the Town to achisve and maintam 2 balance of at least 5%
of the current annual budgel, exciusive of Enterprises and the Community Freservation

Fund.

5. The Town will maintain a Capital Stabilization Fund fo defray the cost of new equipment,
building maintenance, and capital improvements o town fand and bulidings to the extent
ihat these costs may be funded by the Fund's balance. {See Debt Management Policies
for costs exceeding the Fund's balance, which may be funded by borrowing.) Hshall be
ihe goal of the Town to mainiain a balance in this fund of at least 1.5% of the Town's
currant annual budget, exclusive of Enterprises and the Community Preservation Fund.

& The Town will continue t© mairtain 2 Conservalion Fund to be used in par for the
purchase of land, or conservation restrictions or agriculiural preservation restrictions on
lands that exhibit high value for protection because they contain importani natural
rasources. The Conservation Commission is respansible for formulzating and pricritizing 2
list of such parcels so that a plan may be established for future purchases. It shall be the
goal to maintain & balance in the Conservation Fund of ai least 2% of the fown's current
annual budget, exclusive of Ererprises and the Community Preservation Fund; and o the
exient possible, deposiie to the Conservation Fund should come from the Community

Preservation Surlax,

7. The Town shall maintain a Community Preservation Fund in accordance with the current
law. The fund will be managed in a mannrer that will guarantee payment of current debt
sarvice prior to approving new cavilal cosles. Borrowing shall be managed in order io
agsure that no more than a fotal 76% of CPA receipts, not including annual contributions
to the fund by the Commonwealth, are dedicaied 1o debi service in compliance with
Massachusefts Department of Revenue IGR 00-208 and File #2004-464.

&, The Town shall moniter its Special Revenue Funds {Gifte, Granis, and Trusts) and iis
Enterprise Funds to assure the solvency of these funds and aveid undue stress on the
general fund. To this end, a) Enterprise policies shall require that rates be set to ensure
revenues are sufficient to fund all operating costs and debi service and fund retained
sarnings, unless there is an explicit policy implemented by the Town to provide General
Fund support to the Enterprise. In addition, b) Enterprise policles shall include a goal for
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the targeted amount of retained earnings, The goal shall include amounts considered
appropriate to fund unexpecied occurrences and emergencies and expenditures
necessary to meet change in law requirements, o fund capital and cperating reserves,
and to serve as a rate stabilization reserve. The policies shall alse include a goat for debt
limitations consistent with the Town's general goals. In addition, ¢) the Town shall not enter
into contracts for reimbursable and/or matching grant liabilities whose agoregate {oial
exceeds 1.5% of the Town's current annual budgst exclusive of Enterprises and the
Commurity Presarvation Fund.

8. The Board of Selectmen and the Finance Commitiee shail review the financial policies
annually, seeking nput from financial staff and advisors. This review should take place
by December 31st of each vear.

10, Investment practices will be in accordance with the Town's "Investment Policy”.
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TOWR OF GROTOK DEBT
MANAGEMENT POLICY

Infroduction

The use of iong-term debt is & commen and often necessary way for a community to address.
major infrastructure and equipment needs. It is also a means of spreading the cost of large capital
projects over a larger, changing population base. However, when a local government incurs long-
termn debt, it establishes a fixed obligation for many years. Accumulation of such fixed burdens
can become so great that a local government finds it difficult to pay both its operational costs and
debt service charges. Great care and planning must therefore be taken when incurring long-term
debt to avoid placing a strain on future revenues. The purpose of this policy is to establish
guidelines governing the use of long-term debt. Massachusetis General Laws, Chapter 44,
Seciions 7 & 8 regulate the purposes for which municipalities may incur debt and the Maximum
maturity for bonds issued for each purpose. Massachusetls General Laws, Chapter 44, Section |
0, specifies that the debt limit for towns is 5% of kqualized Valuation.

Capital Funding Guidelines

The Town's long-term debt strategies will be structured to reflect its capital needs and ability to
pay. The Capital Stabilization Fund (see "Overall Financial Policies”, #5) will be used in
conjunction with regular financial forecasting to maintain overall borrowing costs at @ reasonable
isvel (see Debt Limitations below). The Town will not, in general, bond projects or aggregate
funding of muliiple projecte/purchases that fall within the funding ability of the Capital Sitabilization
Fund. Except for emergency needs, the Town will pian its funding for major capital purchases or
improvements by utllizing both the timing of debt acquisition and the length of term for debt
repayment in & manner which allows the Town to remain within the guidelines for annual debt

service (see Debt Limitations below).

Bond Rating

The community's bond rating is important because it determines the rate of interest it pays whier
selling bonds and notss, Other things being equal, the higher the bond rating, the lower the
interest rate. Bond analysts (Moody's, Standard & Poor's, Fitch) typleaily look at four sets of
factors in assigning a credit rating:

e Debt Factors: debt per capita, debt as e percentage of equalized valuation and rate debt
armortization.

- Financial Eactors: operating surpluses or deficits, free cash as a percent of revenus, state
aid reliance, property tax collection rates, and unfunded pension liability.

s Economic Factors: property values, personal income levels, tax base growth, iax and
economic base diversity, unemployment rates and population growth.

« Management Factors: governmental structure, the exisience of a capiial inprovement
plan, the guality of accounting and financial repoiting, etc.

The Town will continually strive fo improve s bond rating through sound financial management,
improved receivables management, accounting and financial reporting and increased reserves,
such ag the Stabilization Fund.
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Debt Limitations

General Fund Debt Service: A limit on debt service costs as a percent of the Town's total budget
is especially important because of Proposition 2Yz constraints on town's budget. Al the sama
time, the community's reguiar and weli-structured use of long-term debt symbolizes the
municipality's commitment to maintaining and improving its infrastructure. The Town of-Groton s
commitied to @ debt service budget equal fo 5% of the Town's current annual budget, exciusive
of Enterprise funded debt, Community Preservation funded debt and debt service excluded from
Proposition 2 1/2. The Town will aiso, by policy, establish a debt service "floor” of 3% of the Town
current annual budget, as an expression of suppori for continued investment in the town's roads,
utilities, public facifities and other capital assets. In order o maintain these henchmarks, the Town
should schedule future debt service to coincide with maturing debt service. To maintain this floor,
if debt service is projected ta fall below 3% of the Town current annual budget, that armount below
shall be expended on one-fime pay-as-you-go capital or shall be appropriated fo the Capital

Stabllization Fund.

Debt Maturity Schedule: As previcusly stafed, Chapter 44 of the General Laws specifies the
maximurn maturity for bonds issued for various purposes. However, & town may choose to borrow
for periods less than the statutory limit. The Town of Grolon is committed to esiablishing an
average debf maturity goal of I 0 years. This can be accomplished through more aggressive
amortization of new debt service and shoriening terms for existing debt when the oplion to
refinance a bond becomes available. (K should be noted that ravenue supported debt service for
water and sewer projects will not be subject to this objective.)

Debt Strategies

Allernative Financing Strategies: The Town will continually pursue opporfunities to acquire
capial by means other than cornventional borrowing, such as grants and fow- or zero-interest
loans from state agencies, such as the Mass Water Pollution Abatement trust (MWPAT) or the

IVWRA,

Debt Issuancs: The Town will work closely with the Town's Financial Advisor and Bond
Counsel o ensure that all legal reguirements are met and that the lowest possible interest rate

can bhe oblained.

Enterprises:  Any debt issued for the benefit of the Town's enterpriee funds is to be paid from
service revenues, uniess there is an explicit direction from Town Meeting to confribute General
Fund sunport of the debt service. ‘

Capital Planning: No projects are fo be funded by debt authorized by Town Meeting unless
those projecis have been incorporated in to and vetied by the Town's capital planning process.

L ease-Purchase Financings - any lease purchase agreements, financings, sic., utlized by the

Town shall be consider debt for the purposes of this policy and shall be subject v &l the
constrainis cited herein.

Qmﬁga & ﬁf FF



TOWN OF GROTORN :
POLICY FOR THE FUNDING OF OTHER OBLICATIONS

Introduction

Hnder Massachuseits Genera! Laws, the Town is currently funding its unfunded pension liability
through its participatior: in the Middlesex County Regional Retirernent System.

The Town alse has the responsibility to fund its Other Post-Employment Benefits (OFEB) jiability.
The Town wilt utilize the foliowing policy towards that end:

Policy Guidslines

independent Evaluation of Lisbility. The Town will have its liability measured by an outside
consulitant every third year; with interim evaiuations done yearly for the purpeses of updating the

total liability.

Limitation of Retiree Healfiy Care Costs: The Town has adopted the requirements of Section
18 of Chapter 32B, which serves to limit iability for retiree health insurance by utitizing the benekis
of Medicare and thereby shifting some of the cost away from local funding.

OFER Funding Plan: The Tewn is committed fo reducing its Post-Employment Benefits lizbility
as foliows:

«  The Town wili establish an OPER Trust in fiscal 2016.

e The Town enterprises will incorporate into their rate structures the goal of funding their
respective Annual Reguired Coniributions (ARC) by fiscal year 2016,

» Tha Town will implemeni a schedule of funding to reach fts ARC by a schedule of
increasing annual appropriations. The Town will appropriate $200,000 fo the OFEEB Trust
i Fiseal 2018 and will increase that approprigtion as finances allow until it reaches ifs

ARG,
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TOWHN OF GROTON
POLICY FOR THE REVIEW OF BUDGET PERFORMANGE

introduction

The Town Charter requires the Town Manager to present a balanced budgel o the Board of
Selectmen and the Finance Commilies six months prior to the beginning of each fiscal year; in
effect by January 1st. Prior fo the formulation of the Budgel, the Board of Selectimen, Finance
Commities and Town Manager shall meet prior to Cclober 1st to determine budgetary goals for
the ensuing Figcal Year. The initial budget is develeped i conjunction with the Town's
Department Managers and reviewed in several public meetings as well as formal public hearings,
culminating in ratification by Town Meeting. The Town uiilizes specific line fiems Tor its budget,
each line considered a separate and distinct appropriation. In order to monitor expenditures and
assure the integrity of the cverall budget, regular review and management direction Is required,

as outlined in the policy guidelines below.

Policy Suidelings

Line ltem  Appropristion  Review. Each  Deparment Manager or elecied/appoinied
Board/Commission is required to monitor expenditures, and lecal receipts revenue if applicable,
relevant to that governmental area's operstion. The Accounting Depariment will provide budgest
variance reports at ieast monthly as a management tool to aid periodic monitoring.

Total Budget Review: The Town Manager will review the monthly varance reports for al
departments/cost centers; and the Town Accouritant will provide ongoing oversight. There will be
pericdic presentation of the budgetl status to the Board of Selectmen and Finance Committes;

this presentation to ocour al least quarterly.

Reserve Fund: The Town will include a budgetary reserve fund equal to approximately 1% of the
total general fund appropriations less the assessments to the district schools which will be under
the management of the Finance Committee to account for extraordinary or unforeseen expenses.

Line Hem Transfer: The budget will be reviewsd twice each year by the Town Manager in
conjunction with the Town Accountant and the Finance Committes for opportunities to re-balance
the original budget. Such reviews will take place prior to the fall and spring annual town meetings
and any transfers will be publically debated and subseguently rafified by Town Meetfing.
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TOWN OF GROTON
POST ISSUANCE COMPLIANCE POLICY

OBJECTIVE OF THE POLICY

The objective of this policy is to ensure compliance with federal tax law and regulations pertaining
io the use of tax-exempt governmental purpose bonds and to the use of propenty, projects and
squipment funded with tax-exempl governmental purpose bonds.

Thig doctimerd is (o encompass the Tollowing:

The use of bond proceeds (and the term "bond", except as otherwise indicated, includes
notes, bonds and {ax-exempt lease purchases issued by the Town);

The use of property, projects, eauipment, ete. funded with tax-exempt bond procesds;
The timely expenditure of bond proceeds;

Compliance with arbitrage vield resiriction rules and with the calculation and timely
payment of arbitrage rebate paymenis, as reguired;

Filing reguirements;
The reserve of funds in anticipation of a rebate payment requirement;
Collection and retention of necessary documentation; and

Resolution of problems.

RESPONSIZILITIES OF THE PARTIES INVOLVED

The Town Treasurer shall be responsible for implementing this policy.  The Treasurer will he
assisied by

@

The Town Accountant, who is responsible for recording expenditures and interest eamings
and for reviewing and approving confracts entered into by the Town;

The Town Manager, or & designated subordinate, who is the Town Chief Procuremert
Officer and has uliimate responsibility for the implementation of Town capital projects and
disposition of Town oroperty; and

The Chief Procurement Cificer, if other than the Town Manager, whio has the responsibility
for procuring service and management contracts and overseeing the scquisition and
disposition of Town property.
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It is the Treasurer's responsibility to convey io each parly the Treasurer's expectations as to their
performance relating to project implementation, project expendiiures, documentation, and
information required by the Tregsurer to remain in compliance with applicable tax law, Since &gl
the responsible parties participate in the issuance of Town bonds, the Treasurer will provide
direction to those responsible parties during the process of issuing bends, at the time of the
delivery of bond proceeds, and after the delivery of bond proceeds but prior to the final maturity

of the bonds,

SCOPE CF THE POLICY AND PROCEDURES

The following sections outiine the scope of the policy and procedures for which the Treasurer is
responsible;

tse of bond procesds and bond funded property -

it is the Treasurer's responsibility to monitor and ensures the proper use of bond proceeds and
bond funded property.

The proper use of lax-exempt bond proceeds and the proper use of bond-funded property,
projects, equipmert, ete., (hereafter "property™), will be confirmed and documented through Bond
Counsel's review prior to the issuance of iae-exempt boends and will be addressed in the legal
apinion issuad by Bond Counsel and in the Tax Certificate (or Mon-Arbitrage Certificate) prepared
by Bond Counsel as pari of the final bond transcript.

There are further reguirements associated with the proper use of bond financed projects and of
the use of bond proceeds included in the Massachuselts General Laws and in the regulations
imposed by the Department of Revenue regulations.  Although these requirements are not part
of federal tax law, the reguirements do dictate how bond funded property is 1o be disposed of or
how i might be used in a manner other than originally contemplated.

The continued proper use of property funded with tax-exempt bond proceeds will be monitored
by the Treasurer through an annual reminder of such to appropriate Town officials and through
the review of any Town proposals considering the chenge in use of the property or Town
procurements relating o such property. The procurement of service confracts, management
confracts and leases for the limited use of Town property should aiso be reviewed by the
Treasurer. The Treasurer will be responsible Tor managing any remedial actions, if required,

Timely expenditure of bond proceeds -

The Federal Tax Code sets explicit expectations relating to the expenditure of bond proceeds.
There are certzin "safe harbors” for small issuers.  H expenditure expectations for small issuers
are not met, the unexpended bond procesds musi be yield restricted. There are also expendiiure
thresholde to be satisfied for bonds issued where the Town cannot use the "small issuer”
exemption. I these thresholds are not met, the Town may be required to rebate fis posilive
arbitrage eamings to the Federal Treasury.

It is the responsibility of the Treasurer fo review the expenditure requirements cited in the Tax _
Cerfificate and to monifor the expenditure of bond proceeds until ali funde are expended.
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Arbitrage vield resiriction and rebate -

it is the responsibility of the Treasurer fo manage yield restricted investments. If is the
responsibility of the Treasurer to determine rebafte exposure; to procure arbiirage calculation
services; to make rebate payments, as required, 1o the Federal Treasury; and fo prepare 8038-T

forms for such purposes. I s also the responsibility of the Treasurer to reserve funds for such
rebate payments, as appropriate, and fo report the rebate liability to the Towr's Independent

Financial Auditor.
Filing requirements -

The proper filings of forms 8038-G and BO38-GC are essential with every tax-exempt financing.
Al B038-C's and B038-GC's are {o be signed by the Town Treasurer. No other official in the Town
is authorized to execute these forms.

it is the responsibility of the Treasurer to ensure rebate pavments, § reguired, are made on a
timely basls. Such payments must be made within 80 days of the maturity of & note; within 80

days of the fifth anniversary, and mulfiples thereof, of the issue of a bond; and within 80 days of
the final matusity of & bond. The payment of a rebate iz to be accompanied by and documenied

on the form 8038-T.

Documentation -

it is the responsibility of the Treasurer {o ensure all proper documentation is produced and
refained as required. Such decumentation will Include, but not necessanly be limifted 1o, the

following:
= Tgx Certificalzs or Mon-Arbiirage Cerlificates.
«  Note and Bond transcripts.
= Form B038-G's and 8038-G5C's.
= Frojected expendiiure cash flows prepared for each financing prior to issue.
s The record of the @:{paﬂdiim’e of funds.

s« Tha record of the investment sarnings on unexpended bond proceads prior to full
axpenditure.

= Yield restricted Invegtiments, as recquired.
»  Rehate calculations, rebate payments, and Form 8038-T, as required.
= The list of projecied tax-exempt financings during each calendar-vear,

»  [Management contracis.
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If 2 problem cocurs -

it is the responsibility of the Treasurer to address viclations associated with any fax-exempt
finencing when viclations are discovered. The viclation may be addressed through the Voluntary
Compliance Agreement Program (VCAP). Altemnatively, remedial action may be required under
Section 1.141-12 of the Internal Revenue-Service regulations. The Treasurer shall consult with
the Town's Bond Counsel and/or Financial Advisor as apprepriate.

PROCEDURES TO BE FOLLOWED BY THE TREASURER

The following procedures are {o be followed by the Treasurer. Procedurss to ensure proper use
of tax-exempt funds: .

In the process of preparing for g bond or note sale, the Treasurer will be providing information fo
Baond Counsel nerlaining io the proper use of the property being acguired with {ax-exempt funds.

Frior to the distribution of the Preliminary Official Staiement, the Treasurer shall meet with
appropriate Town officials, including at minimum the Town Manager and the Board of Selectmen,
to review the information provided to Bond Counsel, 1o review the inlended use of the bond
proceads and the properiy funded and to determine whether there are any confemplated uses of
the property that might be inconsistent with the use of tax-exempt funds. The Treasurer shall
document this meeting in & memorandum o fils.

FProcedures to ensure compliznce with the use and expenditure of note and bond proceeds st the
tirne of sale:

At the time of the sale of notes and bonds, it is assumed that the projecied use of proceeds and
the use of the properiy being funded are in compliance with the Federal {ax code. It is reasonable
to rely on the scrutiny of Bond Counsel and the documentation that accompanies each financing,
hased on the information provided (o Bond Counsel,

With the completion of 2 financing, the Treasurer is o complle and maintain a separate e
associaied with the financing. This documentation will typically include the Tollowing:

= The bids resulls, the final numbers, and the cuantitative rationzle for the use of credit
anhancemsant,

= The transcript for the financing, which, at minimury, should include the tax certificate (non-
arbitrage certificate). The fax certificate should include 2 description of use of funds, the
identification of the expenditure test to which the bonds are subject, and the arbitvage

yield,
»  The form 8038-C or 8038-GC.

e Thea projected expenditure cash flow by purpose, as provided to Bond Counsel prior o the
issuance of the bonds. The cash flow is iz be for each purpese, projecting the expendifure
of funds on af least a2 semi-annual basis, until alf funds are expended. If the bonds are
subject to certain expendiiure thresholds, the cash flow should present the amount of
proceads that should be expended at each threshold. The cash flow should be adjusted
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to reflect an issue amount that might be in excess of the amount originally included in the
cash flow (for example, a large original issue premium).

« Apy other notes prepared by the Treasurer, as applicable, relating to the monitoring of the
expenditure of funds and use of the property.

The Treasurer shall esiablish one or more bank accounts for the purposes funded to allow for the

fracking of the expenditure of fund so it is necessary that the account documentation be able to

show avery payment made by amouni and date and avery credit of interast eamings by amount

and date. If all the purposes are co-mingled in one account, there should be a separate recording
of expenditures and investmant earmings by purpose by the Town Accountant.

As required under the Massachusetts General Laws, all interest earnings shall be credited and
released (o the General Fund when earmed.

All such account documentation should be maintained for sbovears after final matuwity of bonds,
Procedures fo manitor the rate of expendiiure of bonds -

To monitor the expenditure of bond proceeds, the Treasurer shall perform the following review:

» At the end of each fiscal year, and within thidy days of the final maturity of any note or
bond, the Treasurer shall review the expenditure account and check for compliance with
the reguired expenditure thresholds.

= The Treasurer shall assess the likelinood of continued compliance with the expenditure
thresholds, or if & thrashold has not been met, assess the likelihood of positive arbitrage.

s if the Treasurer believes the expenditure thresholds have not been met and/or wili not be
riet, and also expects there will be investrment eamings i excess of the arbitrage vield,
then the Treaswrer s 1o reserve an amount estimated to represent a future rebate payment
or, as applicable, to reqguest an appropriation of Town Meeting for the rebate payment.

= The Treasurer s fo continue (o monitor expenditures at the end of sach fiscal ysar, or at
the meaiurity of an issue, uniil all funds are expendead.

= f after the maturity of a nofe or bond, the Treasurer determines that a rebate is likely
payabie to the Federal Treasury, the Treasurer shall procure the services of a firrn to
czloulaie the rebate and thereafter make paymeant in a timely fashion,

Thus, in addition to the documerndstion compiled at the closing of the bond, the Treasurer shalt
add the following additional documentation:

= The record documenting expenditures until the next times a review is performed.
= As appiicable, any rebate calculations performed.

»  Ag applicable, any Forms 8038-T prepared.
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When all the funds are expended, the Treasurer shall accumulate all appropriate documentation
and retain it untit six years afer the final maturity of the financings that funded the property.

Procedures associated with the invesiment of bond proceeds -

Unless funds are subject to yield restriction, the Treasurer shall be responsible for the investment
of bond proceeds as deemed appropriate. If investment contracts are purchased at the Hime of
the delivery of bond proceeds, such confracts shall be procured under the scrufiny of Bond

Counssi.

Procedures associzied with prosurement of investiments aszoiated with & bond Issue -

it ts the responsibility of the Treasurer to ensure other investmenis made relating to a bond issue
(such as investments purchased to fund an escrow for a current or advance refunding) are

procured in accordance with applicable {ax reguiations.

Procedures to ensure compliance with the use of service contracts and meanagement
contracts -

The Chief Procurement Officer shall forward 2l Requests for Proposals for seivice andfor
management contracts for review by the Treasurer. The Treasurer shall provide appropriate
ditection {o the Chief Procurement Officer relating to private activity issues associzied with service
and management contracts. As reguired, the Treasurer shaill request advice frorm the Town's
Bord Counsel andfor Financlal Advisor,

Procedures to ensurs compliance with lsase purchases -

At the beginning of each fiscal year, the Treasurer shall inform all Towr Department Heads and
ather Town officials that no lease purchase coniracts are to be entered into without the approval
of the Treasurer. in addition, the Treasurer shall inform them that the forms 8028-G and 8038-
(5O ares only to be signed by the Treasurer.

Procedures fo ensure compliance with the change of use of fax.exempt bond funded
propeity -

At the beginning of each fiscal year, the Treasurer shall present & memaorandum o the Town
Manager, to the Town Accountant, and to Town Depariment Heads reviawing the expecied proper
use of bond funded property and requesting any information as to the possible change in uss or
disposition of property. At any time during the fiscal year, if there is a change in Use or disposition
of properly contemplated, the Town Manager shall inform the Treassurer of the proposal. As
neaeded, the Treasurer shall consult with Bond Counsel and/or the Town's financial advisor

refating fo such propoesal.

in the case where change in use is subject to Town Meeting approval, the Town Manager shall
forward ail Town Meeting articles relating to the change in use or sale of Town tax-exempt bond
funded property for review by the Treasurer. The Treasurer shall provide appropriate direction to
the Chief Procurement Cfiicer relating fo issues associated with the change in use of tax-exempt
bend funded property. As required, the Treasurer shall request advice from the Town's Bond
Counsel and/or Financial Advisor.
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Procedures to project calendar vear schedule of nofe and bond issues -

Al the beginning of each calendar year, the Treasurer shall prepare and/or update a list of al]
projected tax exempt financings issued and expecied to be issued during the then current
calendar year. This record shall document representations made by the Town relating fo the
small issuer safe harbor status andfor the Bank Qualification of tax-exempt issues of the Town. -
Al the beginning of the Tollowing fiscal year, the Treasurer shall review the list of financings and

shall revise it accordingiy.
Pocumendation attached hersto -

The following documeritation is attached to assist in the direction, training, etc., of those parties
idertified with responsibilities:

= RS Publication 4078, Tax-exempt Private Adtivity Bonds

« RS Publication 4079, Tax-exemot Governmental Bonds
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Town of Groton
investment Policy

Introduction

Massachusetts General Laws, Chapter 44, Section 55B requires the municipal treasurer to invest
all public Tunds except those required to be kept uninvested for the purpose of immediate
distribution. These guidelines are intended fo further the objective of securing the highest return
that is congistent with safety of principai while meeting the daily cash requirements for the
operation of Towiv's business, according to the following objectives:

Safety of principal is the foremost objective of the investment program. Investments will be
undertaken in a manner that seeks to ensure the preservation of capital through the mitigation of
credi risk and interest rate risk. These risks shall be lessenad by diversification and prudent
seiection of investment of the security issuer or backer. Interest rate risk is the risk that the market
value of the security will fall due fo changes in general interest rafes.

Liguidity is the next most important objective. The overall investment portfolic shall remain
sufficiently liguid to meet all operating requirements that may be reasonably anticipated. Since all
possible cash demands cannot be anticipated, the treasurer shall carry out investment activities
in & mannar that provides for meeting unusual cash demands without the figuidation of
investments that could result in forfeiture of accrued interest samings, and loss of principal in

SOMe Casaes.

Yield is the third, and last, obiective. Investments shall be made €0 a8 to achieve the best rate of
return, taking inte acceunt safety and licuidity constraints, as well as all legal recuirements.

irvestment Instrements

The Treasurer shall negotiate for the highest rates possible, consistent with safety principles,
avolding uncollateralized investment products. Unsecurad bank deposits of any kind will be
limited to no more than 1% of an institution's assets and no more than 10% of the Town's cash,

Diversification

Liversification should be interpreted in two ways: In terms of Maturity, as well as instrument type
and issuer. The diversification concept should include prohibition against over concentration of
maturities, as well as concantration in a specific institution. With the excention of U.S. Treasuries
or agencies, no more than 10% of the Town's investments should be invested in a single financial
institution, except with the prior approval of the Town Manager and Board of Selectmen.

Authorization

The Treagurer has authority fo invest the Town's funds, subject fo the statutes of the
Commonwealth cited above.
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Ethics

The Town Treasurer (and Assistant Treasurer) shall refrain from any personal activity that may
conflict with the proper execution of the investment program or which could irnpair ability 1o make
impartial investment decisions. Said individuals shal! disclose to the Town Manager any material
financial interest in financial institutions that do business with the Town. They shadkalso disclose
any large personal financial investment positions or loans that could be related to the parformance

of the Town's investiments,

Relztionship with Financial Insthutions

Financial institutions should be selected first and foremost with regard fo safety. The Town should
subscribe to and use ane or more of the recognized bank rating services, such as Veribanc or
Sheshunoff. Brokers should be recognized, reputable dealers.

The Town shall require any brokerage houses and broker/dealers, wishing to do business with
the municipality, to supply information and references sufficient to assure entering into a banking

relationship.

The Investment of Trust Funds and Bonds Proceeds

Scope

This section of the policy applies only to funds that could be invested long-ferm {ie bond
proceeds, trust funds and stabilization funds).

Bond Proceeds

Investment of Bond procesds is governed by the same restrictions as general funds, with the
additional caveat of arbilrage regulations.

Trust Funds

Trust Funds may be co-mingled and invested in any instrumenis allowed by Legat List issued by
the Banking Commissioner. Each trust fund must be accountad for separately.

Stabiliration Funds

The Stabilization Fund shall not excead ten percent of the egualized valuation of fhe Town, and
ary interest shali be added to and become 2 part of the fund.
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Chapter 33X, MUNICIPAL CAPITAL PLANNING COMMITTEE:

§1 — Establishment; membership. — There shali be a Municipal Capital Planming Committee comprised of
eight (8) members consisting of three (3) non-voting members who shall be the Town Manager, Town
Accountant and Brirector of Public Works and five (5) voting members each chosen by their respective boards
as follows: two members each from the Finance Committes and Board of Selectmen; and one citizen-at-farge
appointed by the Board of Selecimen. The citizen-at-large shall serve a three (3) year term beginning July 1
and expiring June 30, except for the initial appointment o the committee which will run from the date of
appointment through June 30, 2020. All voting members shall be registered voiers of the Town of Groton. Said
Committee shall choose its own officers, set its own rules and shall serve without pay. Any vacancies shall be
filled in the same manner as the original appoeintment and persons appointed to fill vacancies shall serve for the
remainder of his predecessor’s term of office.

§2 -Duties.

A. The Committee shall consider matters relating to proposed capital appropriations, recommend policies
relative to the funding of capital projects of the Town, and set priorities and schedules Tor such capital projects.
The Committee shall study proposed capital outlays involving the acquisition of land, the renovation or
construction of buildings, or any expenditure of 820,000 or greater and/or having a useful life of at least five
vears. All officers, boards, and committees, including the Board of Seiectmen, shall by September 30" each
year give to such Board, on forms prepared by it, information concerning all anticipated capital projects
needing town meeting action during the ensuing five vears. The Commitiee shall consider the relative need,
timing, and cost of these expenditures and the effect each wili have on the finaneial position of the Town.

B. The Committes shall transmit its recommendations to the Town Manager, Board of Selectmen and Finance
Committee as well as the appropriate officer, board, agency or department involved in the proposed capital
improvement. Such recommendations shall constituie a Capital iImprovement Program. The report of this
program shall, as to items planned for the ensuing fiscal year, be given to the Town Manager and Finance
Committee for their review and possibie inclusion in the budget. The text and tables of the Capiial
Improvement Program for the following five years shall be published in the Town’s Annual Report.
Expenditures for surveys, architectural or engineering advice, options or appraisals and similar expenses
relating to future capital projects shall be a part of the Capital Improvement Program, and no such expenditure
shall be made without study and written report from the Committee.



Permanent Building Commitise

§1 ~ Establishment

There shall be a committee to study the requirements and needs of all municipal buildings In the
Town of Groton. The committes shall be known as the "Permanent Building Commiitee.” Said
committee shall manage building projects as charged by the Town pursuant to voles of Town
Meeting, this bylaw, and the Massachusetls General Laws.

§2 — Membershin

The Town Manager, with the approval of the Board of Selectmen, shall appeoint a Permanent
Building Committee consisting of five (5) regular voling members, all serving without
compensation. The Town Manager shall endeavor to appoint individuals who, by reasen of their
current or prior background have skilis in the areas of construction, architecture, engineering, or
other relevant experience. All members shall be residents of the Town of Groton and appointed
for one-year terms..

83 — Purpose

The Permanent Building Committee shall have continuing responsibility for the execution of
major construction and maintenance projects for the Town, and for the development and annual
updating of a long-range building maintenance capital spending plan Tor all municipal buildings.
Working with the Board of Selectmen, Finance Commitiee, Town Manager and other Town
commitiees and boards which propose building and renovation projects, the Permanent Building
Commitiee shall establish general criteria for Town building projects and guidelines for
communication regarding these projects belween and among inferested commitiees and the
public. The Permanent Building Committes shall oversee and supervise the planning, design,
construction, reconstruction, major alieration, renovation, enlargement, major maintenance,
demolition, and removal of all Town buildings and recreation structures and playing fields and
courts, including any significant instaliation, renovation or upgrade of service equipment and
major systems.

&4 - Duties

In carrying out its duties and responsibilities the Committee shail:

A, Oversee and supervise the planning, design and construction of all projects within its
jurisdiction, including the designer selection process for the solicitation, evaluation and
recommendation of a project designer, schematic design, design development,
production of construction documents, public construction bidding, contract award
recommendation and construction administration in compliance with the General Laws.
All projects shall be developed in & manner consistent with the project goals and
physical requirements of the appoinied or elected board or commitiee sponsoring or
requesiing a construction or major maintenance project, or in the case of major
maintenance initiated by the Permanent Building Commitiee itself, the board of
committee whose facility would be the recipient thereof, in accordance with applicable
provisions of the General Laws. All solicitations for designer services and invitations for
bids for construction shall be coordinated with the Town Manager, acting as the Chief
Frocurement Officer, to assure compliance with the applicable provisions of the General
Laws. The Town Manager, acling as Chief Procurement Officer, shall award and
execute 2l designer services contracts and construction coniracis.



Seek comments from and coordinate activities with appropriate Town officials, including
but not limited to the Town Manager, Director of Public Works, Police Chief, Fire Chief,
Building Commissioner and other Town boards and coemmitiess, including but not limited
to the Planning Board, Zoning Board of Appeals, Conservation Commission, Historical
Commission, Board of Health, Finance Committee, Council on Aging and Community
Freservation Commitiss.

Review and report the financial reguirements of all projects within its jurisdiction, or for
whichi it may become responsible, and oversee the expenditure of funds in the course of
execution of such projecis.

In consultation with the Town Manager and Director of Public conduct periodic  review
and audit of the physical condition of all municipal buildings, including service eguipment
and major systems. '

In consultation with the Town Manager and Director of Public Works, develop a rolling
ten-year capital property management plan for the major maintenance, construction,
enlargement, or replacement of all municipal buildings, including service equipment and
major systems.

On or about November 15 of each calendar vear, prepare and present to the Board of
Selectmen, Finance Committee and Town Manager, a recommendsation of major
construction and/or mainienance project(s) to be undertaken by the Town in the ensuing
fiscal year.
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Commonwealth of Massachiiserts

MIDDLESEX COUNTY RETIREMENT SYSTEM
25 LINNELL CIRCLE » PO. BOX 160 « BILLERICA, MA 01865

WWW.MIDDLESEXRETIREMENT.ORG
CHAMRMAN

Over 100 Years of Public Service THOMASF, GIBSCN. ESQ.
BRIAN P CURTIN

ROBERT W. HEALY

MNovember 21, 2016 N

JOHN BROWN

John G. Petropoulos, Chairman DIRECTOR

Groton EBuard of Selectmen LISA MALONEY
173 Main Street

(reoton, MA 01450-1237

Dear Mr. Petropoulos:

Thank you for your letter of November 3, 2016, which the Middlesex County Retirement Board
reviewed at i{s recent meeting of November 16, 2018, We appreciate the Board of Selecimen’s
coneerns regarding the potential for future increased payments which may be required to meet
the Town’s unfunded pension Liabilities, and #ts suggestion that the current payment schedule be
extended bevond its ourrent full funding date of 2035,

We strive to remain sensitive 1o our seventy-one member units’ financial chalienges, while at the
same time maintaining the fiscal discipiine required as fiduciaries to ensure thal the statutory
obligation requiring the Systein to be fully funded no later than 2040 is met. We eollaborate
regularly with the Middlesex County Retirement Board’s Advisory Council and its
Subcommitiee on Assessments and Investments with regard to the System’s valuations, and
review various funding trends and scenarios. Expert input from the System’s actuary, The Segal
Company, and the Commonwealth’s actuary, Public Employee Retirement Adminisiration
Commission, is provided, as well as investment performance forecasts from the Pension
Reserves Investment Management Board. The Board considers all reasonable options io
amarlize the unfunded Hability in a manner that both protects the interssts of the beneficiaries of
the System and balances other wrgent needs of the member units,

Alter review of the preliminary 2016 valuation, the Advisory Council’s Subcommitiee has |
recommended the adoption of a funding schedule which lowers the Svstent’s assuraed rate of
investment return slightly, from 7.875% to 7.75%, and implements a new generational mortality
table to better reflect the fact that our retirees are living longer. The Subcommitice has
recommended that the 2035 schedule be maintained, and that any additional liability resulting
from these changes be absorbed by extending the existing 6.5% increases to the System’s total
overall appropriation from its current target of 2020 to 2024, At that time the schedulsd
percentage increases will be reduced to 4%. A member unit’s specific appropriation depends, of
course, on the dafa specific fo the unit, including the number of new hires with prior service,
increases in salary, and increases in the number and types of retirements (i.¢., superannuation,
accidental and ordinary disability, and accidental death) . It is expected that the full Advisory
Council will adopt the recommendations of the Subcommittee, and will so recommend 1o the
Board.

TEL: 800-258-3805 » 978-439-3008 « FAX: 978-434-3650
EMAIL: MES@MIDDLESEXRETIREMENT.ORG
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Wo amortization plan is painless, but it is generally agreed that the corrent investment and
political environment remaing volatile. Consequently, there 1s a high degres of risk in extending
the current funding schedule beyond 2035, especially if another worldwide economic collapse
cocurs, s happened in 2008, If the funding schedule is extended now, there would be little room
available to mitigate the economic damage from a similar debacle.

The Groton Board of Seleetmen should be assured, however, that the Board continues to explore
a1l available funding options which will allow cur member units to continue to provide basic
services, including necded capital projects for town and school buildings and infrastructure, to
preserve favorable bond ratings and to maintain the unit’s overall financial stability.

We appreciate the input from the Board of Selectmen, and look forward te continuing the
dislogue.

Sincerely,
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" Thomas F. Gibson
Chairman

oo Board Memberys




