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Credit and Bond Rating Presentation

What is a Credit Rating?

. Much like a personal credit score, it signals your worthiness to borrow

. Translates information unique to towns/states for international audience
Why is it important?

. Determines what interest you’ll pay on long-term borrowing

. Objective analysis of your community’s financial management/health

. Source of pride; selling point to potential businesses and homebuyers
What is the process for obtaining one?

* Collaborate and strategize with your Financial Advisor

» Update (or improve) your Official Statement

* Prepare for, then conduct your call/visit with the ratings agency




Local Government Analytical Rating Framework

- Financial Measures :
Institutional Economy || Management T Budgetary |Budgetary Debt & C?.rlflngent
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Indicative Rating

~ Negative Overriding Factors

N *Weak liquidity
Positive Overriding Weak .
Factors *‘Weak managemen
-High income levels < *Lack of willingness to pay obligations
-Sustained high fund > *Low market value per capita
balances «Large or chronic negative fund balances
-Strong management *Weak budgetary flexibility
\_ °Structural imbalance
Final Rating

Source: Standard & Poor’s




Town of Danvers Upgrade to AAA

Punching above our weight class!

Income
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Town of Danvers Upgrade to AAA

Punching above our weight class!

Income

Aaa/AAA Rated Communities

2016 Per Capita Income
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Financial Management Assessment

Analytical Framework

* Revenue and Expenditure Assumptions
 Budget Amendments and Updates

* Long-term Financial Planning

* Long-term Capital Planning

* Investment Management Policies
 Debt Management Policies

* Reserve and Liquidity Policies




Revenue and Expenditure Assumptions

REVENUE & EXPENDITURE DETAIL HISTORY

REVENUE ACTUAL ACTUAL ACTUAL TAX RECAP BUDGET EXPENDITURES ACTUAL ACTUAL ACTUAL TAX RECAP BUDGET
2014 2017 2018 2019 2020 2014 2017 2018 2019 2020
PROPERTY TAX LEVY $ 64,756,756 S 72,654,228 S 75,354,881 $ 78,154,410 $ 80,738,938 General Government $ - -8 -8 ) -
Police $ 5,639,716 $ 5,928,640 $ 5,997,248 $ 6,573,687 S 6,753,029
STATE AID (INCL. MSBA) $ 9,707,273 $ 10,519,682 $ 10,603,363 $ 10,499,000 $ 10,609,280 Fire $ 4,507,306 $ 4,836,072 $ 5,310,444 $ 5,167,458 $ 5,236,951
Education $ 34,444,125 $ 38,471,433 S 39,921,552 $ 41,094,496 $ 42,317,094
LOCAL RECEIPTS Public Works (tax) $ 10,405,703 $ 10,338,455 $ 10,640,820 $ 11,150,911 $ 11,364,890
Motor Vehicle Excise (MVE)  $ 4,133,383 $ 4,801,649 $ 5,039,928 $ 4,400,000 $ 4,450,000 Land Use & Community Services ~ $ 1,563,100 $ 991,183 $ 1,018,900 $ 1,150,819 $ 1,233,832
Other Excise (Incl. Meals) S 829,934 S 954,411 S 942,367 $ 910,000 $ 925,000 Recreation S 649,108 $ 688,782 $ 858,955 S 924,161
Penalities & Interest S 324,822 S 302,121 S 237,181 $ 300,000 $ 300,000 Inspectional Services S 331,163 $ 360,681 $ 380,856 S 508,138 $ 528,342
Hotel/Motel Tax $ 1,277,099 $ 1,651,538 $ 1,675,039 $ 1,550,000 $ 1,550,000 Library $ 1,220,063 $ 1,282,971 $ 1,297,956 $ 1,409,513 $ 1,471,333
In Lieu of Taxes S 1,310,809 S 1,210,251 $ 1,181,553 S 1,220,000 S 1,320,000 Debt Service - General Govt S 5,454,769 S 5,568,457 S 5,162,351 $ 6,080,146 $ 6,897,171
Other Charges for Services ~ $ 957,705 $ 968,852 $ 995,034 $ 950,000 $ 1,118,700 Retirement $ 4,468,506 S 5,354,574 S 5,767,865 6,207,828 $ 6,648,817
Fees S 687,813 S 709,390 S 774,082 S 675,000 $ 675,000 Employee Benefits/Insurance S 10,863,018 $ 12,150,524 $ 12,958,226 S 13,557,879 S 14,471,261
Departmental S 111,851 $ 119,673 S 131,125 S 95,000 $ 95,000 Capital Outlay (All Departments) S - S - S - S -
Licenses & Permits S 941,356 S 1,263,445 S 1,041,524 S 1,000,000 $ 1,000,000 Warrant Articles (Tax Supported) $ 1,669,139 S 2,327,967 S 2,531,133 S 2,385,259 S 2,507,152
Fines & Forfeits S 104,432 S 56,050 $ 50,748 S 50,000 $ 50,000 subtotal $ 80,567,108 $ 88,260,065 $ 91,676,133 $ 96,145,089 $ 100,354,033
Investment Income S 74,177 S 206,060 S 295,162 S 160,000 $ 160,000 Enterprise Funds S 14,444,434 S 12,939,199 $ 13,144,772 S 14,066,587 S 14,461,730
Medicaid Reimbursement S 315,511 $ 471,386 S 324,160 $ 300,000 $ 300,000 Expenditure TOTAL $ 95,011,542 $ 101,199,264 $ 104,820,905 $ 110,211,676 $ 114,815,763
Misc recurring S 6,835 S 7,930 $ 7,616 $ 3,000 $ 124,078
Misc non recurring S 288,549 $ 120,350 S - S - S - OTHER AMOUNTS TO BE RAISED
subtotal $ 11,364,276 $ 12,843,105 $ 12,695,519 $ 11,613,000 $ 12,067,778 Offsets S 40,657 S 34,000 $ 34,668 S 36,401 S 36,714
Enterprise Funds S TIPS 12,939,193 1S TR—5 A 461,730 State & County S 1,130,013 S 1,061,610 S 1,053,456 S 1,186,910 $ 1,136,105
Local Receipt TOTAL $ 26,095,572 S 25,782,304 $ 25,840,291 $ 25,679,587 S 26,529,508 Overlay Reserves S 761,631 S 792,715 S 897,376 S 843,260 S 600,000
subtotal $ 1,932,301 $ 1,888,415 $ 1,985,500 $ 2,066,571 $ 1,772,819
OTHER AVAILABLE FUNDS
Free Cash S 28,000 $ 662,591 $ 786,300 S 998,025 $ 596,000 TOTAL TO BE RAISED $ 96,943,843 $ 103,087,679 $ 106,806,405 $ 112,278,268 $ 116,588,583
Stabilization Fund S 258,075 S - S - S - S -
School Constr. Stabilization  $ 1,115,403 S 500,000 $ 423,507 S 1,198,478 S 2,353,478
Lat./Part. Sewers $ 100,000 $ 80,000 $ 40,000 $ 60,000 $ 60,000
Slip Fees S 62,481 S 56,000 $ 54,000 $ 35000 S 35,000
Other - 53rd Week S - S - S - S - S -
Overlay Reserve S - $ - $ 400,000 $ 400,000 $ 345,000
subtotal $ 1,563,959 $ 1,298,591 $ 1,703,807 $ 2,601,503 $ 3,389,478
TOTAL REVENUE $ 102,123,560 $ 110,254,806 $ 113,502,342 $ 117,024,501 $ 121,267,204




Long-term Financial Planning

GENERAL FUND 5-YEAR FORECAST

FY17 Actual FY18 Actual FY19 Recap |FY20 Budget FY21 FY22 FY23 FY24
Revenues | Assumption

Tax Levy S 72654228 S 75,354,881 S 78,154,410 | S 80,738,938 | Calculated S 83,357,412 S 86,041,347 S 88,792,381 $ 91,612,190
Prior Year Levy S 70,286,547 S 72,654,228 S 75,516,164 | S 78,198,964 | PriorYear S 80,738,938 S 83,357,412 S 86,041,347 S 88,792,381
Prop 21/2 Increase $  1,738215 ¢ 1,787,816 $ 1,843,350 |$ 1,939,974 | 25% $ 2018473 $ 2,083,935 $ 2,151,034 $ 2,219,810
New Growth S 629,466 S 912,837 $ 794,896 | $ 600,000 Level S 600,000 $ 600,000 $ 600,000 $ 600,000
State Aid $ 10,519,682 $ 10,603,363 $ 10,499,000 [ S 10,609,280 2% $ 10,821,465 $ 11,037,894 $ 11,258652 $ 11,483,825
Local Receipts $ 12,843,105 $ 12,695519 $ 11,613,000 (S 12,067,778 1% $ 12,188456 $ 12,310,340 $ 12,433,444 $ 12,557,778
Motor Vehicle Excise (MVE) S 4,801,649 S 5,039,928 $ 4,400,000 | $ 4,450,000 1% S 4,494,500 $ 4,539,445 § 4,584,839 §$ 4,630,688
Other Excise (Incl. Meals) $ 954,411 $ 942,367 $ 910,000 | $ 925,000 1% $ 934,250 $ 943,593 $ 953,028 $ 962,559
Penalities & Interest S 302,121 S 237,181 $ 300,000 | $ 300,000 1% S 303,000 $ 306,030 $ 309,090 $ 312,181
Hotel/Motel Tax S 1,651,538 $ 1,675,039 $ 1,550,000 | $ 1,550,000 1% S 1,565,500 S 1,581,155 S 1,596,967 S 1,612,936
In Lieu of Taxes S 1,210,251 $ 1,181,553 $ 1,220,000 | $ 1,320,000 1% S 1,333,200 S 1,346,532 S 1,359,997 S 1,373,597
Other Charges for Services S 968,852 S 995,034 $ 950,000 | $ 1,118,700 1% S 1,129,887 S 1,141,186 S 1,152,598 S 1,164,124
Fees S 709,390 $ 774,082 S 675,000 | $ 675,000 1% S 681,750 $ 688,568 S 695,453 S 702,408
Departmental $ 119,673 $ 131,125 $ 95,000 | $ 95,000 1% $ 95950 $ 9,910 $ 97,879 $ 98,857
Licenses & Permits S 1,263,445 S 1,041,524 S 1,000,000 | $ 1,000,000 1% S 1,010,000 S 1,020,100 $ 1,030,301 $ 1,040,604
Fines & Forfeits S 56,050 $ 50,748 S 50,000 | $ 50,000 1% S 50,500 $ 51,005 $ 51,515 $ 52,030
Investment Income S 206,060 $ 295,162 $ 160,000 | S 160,000 1% S 161,600 S 163,216 S 164,848 S 166,497
Medicaid Reimbursement S 471,386 S 324,160 $ 300,000 | $ 300,000 1% S 303,000 $ 306,030 $ 309,000 $ 312,181
Misc recurring S 7,930 S 7,616 S 3,000 | $ 124,078 1% S 125,319 S 126,572 S 127,838 S 129,116
Misc non recurring S 120,350 S - S - S - 1% S - S - S - S -

Other Available Funds (Minus School Stab) $ 798,591 $ 1,280,300 $ 1,493,025 | $ 1,036,000 | Calculated $ 776,000 S 776,000 $ 776,000 $ 776,000
Free Cash S 662,591 $ 786,300 $ 998,025 | $ 596,000 AVG S 681,000 $ 681,000 $ 681,000 $ 681,000
Lat./Part. Sewers S 80,000 $ 40,000 $ 60,000 | $ 60,000 Level S 60,000 $ 60,000 $ 60,000 $ 60,000
Slip Fees S 56,000 $ 54,000 $ 35,000 | $ 35,000 Level S 35000 $ 35000 $ 35,000 $ 35,000
Overlay Reserve S - S 400,000 S 400,000 | $ 345,000 | NotUsed S - S - S - S -

School Construction Stabilization S 500,000 $ 423,507 $ 1,198,478 | $ 2,353,478 | Planned Use  $ 1,601,054 S 1,504,047 S 1,312,115 $ 743,026
TOTAL $ 97,315,607 $ 100,357,570 $ 102,957,913 | $ 106,805,473 $ 108,744,387 $ 111,669,629 $ 114,572,591 $ 117,172,819




Long-term Financial Planning

FY17 Actual FY18 Actual FY19 Recap |FY20 Budget FY21 FY22 FY23 FY24
Expenditures I Assumption
General Government S 3,322,642 $ 3,573,113 $ 3,782,249 | $ 4,082,621 2.75% S 4,194,893 S 4,310,253 S 4,428,785 $ 4,550,576
Police S 5,928,640 $ 5,997,248 $ 6,573,687 | $ 6,753,029 2.75% S 6,938,737 $ 7,129,553 $ 7,325,615 $ 7,527,070
Fire S 4,836,072 $ 5,310,444 $ 5,167,458 | $ 5,236,951 2.75% S 5,380,967 $ 5,528,944 S 5,680,990 $ 5,837,217
Education S 38471,433 S 39,921,552 S 41,094,496 | S 42,317,094 3% S 43,586,607 S 44,894,205 S 46,241,031 $ 47,628,262
Public Works (tax) $ 10,338455 $ 10,640,820 $ 11,150,911 ( $ 11,364,890 2.75% $ 11,677,424 $ 11,998554 $ 12,328514 $ 12,667,548
Land Use & Community Services S 991,183 $ 1,018,900 $ 1,150,819 | $ 1,233,832 2.75% S 1,267,762 $ 1,302,626 $ 1,338,448 S 1,375,255
Recreation S 649,108 $ 688,782 S 858,955 | $ 924,161 2.75% S 949,575 $ 975,689 $ 1,002,520 $ 1,030,089
Inspectional Services S 360,681 $ 380,856 $ 508,138 | $ 528,342 2.75% S 542,871 $ 557,800 $ 573,140 $ 588,901
Library S 1,282,971 $ 1,297,956 $ 1,409,513 | $ 1,471,333 2.75% S 1,511,795 $ 1,553,369 $ 1,596,087 $ 1,639,979
Debt Service - General Govt S 5,568,457 $ 5162,351 $ 6,080,146 | $ 6,897,171 |Existing/Proj. $ 6,757,089 S 7,080,758 S 7,457,673 $ 7,423,539
Retirement $ 5,354, ,767; 7 6,648,817 8% S 7,180,722 $ 7,755,180 $ 8,375,594 $ 9,045,642
Employee Benefits/Insurance $ 12,150,524 $ 12,958,226 S 13,557,879 | $ 14,471,261 > 7% $ 15,484,250 $ 16,568,147 $ 17,727,917 $ 18,968,872
Capital Outla 3 S 662591 _$& J86,300—#-—998;925"'$"—'596,(000 AVG S 681,000 $ 681,000 $ 681,000 $ 681,000
Warrant Articles (Tax Supported) S 2,327,967 $ 2,531,133 $ 2,385,259 | $ 2,507,152 5% S 2,632,510 $ 2,764,135 $ 2,902,342 $ 3,047,459
Other Amounts to be Raised S 1,888,415 $ 1,985,500 $ 2,066,571 | $ 1,772,819 | Calculated $ 1,795,541 S 1,818,718 $ 1,842,358 $ 1,866,471
Offsets S 34,000 $ 34,668 S 36,401 | $ 36,714 Level S 36,714 S 36,714 $ 36,714 §$ 36,714
State & County S 1,061,610 $ 1,053,456 S 1,186,910 | $ 1,136,105 2% S 1,158,827 S 1,182,004 S 1,205,644 S 1,229,757
Overlay Reserves $ 792,715 $ 897,376 $ 843,260 | $ 600,000 | Level  $ 600,000 $ 600,000 $ 600,000 $ 600,000
TOTAL $ 94,133,713 $ 98,021,046 $ 102,991,934 | $ 106,805,473 $ 110,581,745 $ 114,918,930 $ 119,502,013 S 123,877,880
SURPLUS / (DEFICIT) $ - $ (1,837,358.14) $ (3,249,300.99) $ (4,929,421.97) $ (6,705,060.63)




Bud
get Amendments and Updates

e
Budget

Revenue:
Roal Estate (Tax Rate Rec an) 76,008876
personal Property 712553
Motor Vehicle Excise 2,400,000
Roat Excise 20,000
Hotel/Motel Taxes 1,550,000
MealsTax $90,000
penatties & interest 300,000
In Lieu of Taxes 1,220,000
other Chargesfor Services 950,000
rees 615000
other bepartment Revenue 95,000
Lienses & Permits 1,000,000
Fines & Forfeits 50,000
nyestment income 160,000
Mediald Rk'm\hm-&'uwl\\ 300,000
Otber (Recuttingl 3,000
Suate Receipts 10319255
MSBA 212,700

A0R Funds
Total Local/Sta! Recelpts 100,299,37%
9
pudget

Expenditures:

General Government 3781849
public Safely 1224028
Fducation 41,004,496
NS Mg\olul‘lnh 2,383,789
public warks (T3 supported) 11,152,161
phnning& Human services 1150819
pecreation 858,955
uibrary 1,409,513
Debt Service 6,080,146
Retirement 6207828
state Assessments 1,186,910
mployee Benefts 13,557 879
Total 101,213,628

W Encummtronces
101,

113,628

REVENUE AND EXPENDlTURE REPORT
Fy19- Q3 UPDATE
s of May 1,2009 (829 throught 19)

5/1/2012

56,679,958

%
Raised notes

Ja e 3of d commilmedth ath quarter now do¢

P 3 of & commit mect, aif quarter now e
3,966,995 #7.9% Ontock
16,444 2% Ontrock
142115 01.7% Onterget 0 stightly exceed estimate os expected
720,98 g12% On target to slightly exceed estimate 03 expected
216485 722% On target
mA17 0.0% scheduled poyments
617,400 65.0% scheduled poyments for support services from water/szwer/i.lerm
637,149 91.5% On track to exceed estimote
8900 o1.1% ontrock
1,M2,1061 101.2% auilding permits 0% 629K, OF 125%
32,789 o560 Court fines
aprasn  7362% HO alveody exceeded (Be 06 eased assumption fOf Fra
109,122 26.4% Thning, trackiod o e with st year’s figure
a7% 32.5% Mie- (eimbursements
7,652.867 7a.2% Disbursed oty
0.0% Based on dett schedle; Y20 represents fina! payment
200,000 Funds il fat to Free Cash to pe speat 07 downtown cormdor improvements
76,104,150 75.9%
sf1/2002 %
acal Expended Dotes
yaesae P 15 Onteack
amasa  TOTE onlrisck, Fire will (eauie yransfe from opesoliod 10 pessonnel
woansn P 3% Onrack
aaa0e Bk <cheduled payments
apo700 AR projected surphus in S17% & lce approx 240K
aopie  TRERON track
o627 1o on track
psyan B8 ontrack
5,687,941 93.5% S(.'lrdwrddfd service
6,204,031 100 6% Lump sUm payment. SW “expenses” zeroed out o yeorendto balonce
917,345 sz%meni monthy
10,350,150 16.3% Timing; Heolth 15 will requice modest xmmru(nm)mcd L 51/5,000)
79,208,305 78.3%
1,827,440
81,031,749 801%

+Bosed on reportfrom AdTITS system on May 1- 2019, Nurbers subject 10 change:

Qaillzrterly Budget Reports

: w the municipality to
entify areas of concern

and make the necessary
budget adjustments!




Long-term Capital Planning

5-Year Rolling Capital Improvement Program

* Designed to plan for the long-term capital needs of
the community

* Listed by scheduled funding year and project type

* Funding sources for each project clearly identified

* Impact on operating budget and debt shown

* Current year is an actual appropriation




Investment Management Policies

Key Policies

* Selection of Financial Institution
e Risk Assessment

FINANCIAL POLICY * Investment Objectives
GUIDELINES

June 4, 2019 * Diversification

Danvers Financial Management Team:

» Safekeeping and Custody

Daniel C. Bennett, Chair, Board of Selectmen
C.R. Lyons, Chair, Finance Committee
Steve Bartha, Town Manager ° .
Rodney Conley, Dr'recrorr::fAdmfnfstmt?on and Finance ® Perfo rmance Re portlng and BenChmarklng
Corinna Grace, Town Accountant
Joseph Collins, Town Treasurer/Collector
Steve Poulos, Chief Assessor and Procurement Officer

Our Financial Policy Guidelines can be found on our website here:

https://www.danversma.gov/documents/2019-financial-policy-guidelines/



https://www.danversma.gov/documents/2019-financial-policy-guidelines/

Debt Management Policies

Debt Service as a % of Operating Budget

12.0%
100% e eceecccccc oo oo oo ---o-------------

8.0%
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4.0%
2.0%
0.0%

FY2016 FY2017 FY2018 FY2019 FY2020

x

Town of Danvers Policy Highlights

 General Fund Debt Service below 10% (6% internal policy)
e Structure debt for shortest term possible

 Threshold is useful life > 5 years
* Pursue State/Federal grants and other financing options
* Aggressive funding & prudent use of debt stabilization




Reserve and Liquidity Policies

Unassigned Fund Balance

e 7.1 |, R EEEEEEEEE———————..

14.0%

10.0%

80%  eeneaeeeeeocommoooosooossoooss-- - - - - - - - o
6.0%

4.0%

2.0% ‘ll III ‘l‘

0.0%

FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018

Policy aims for General Fund Unassigned Fund Balance between 8-12% each year
(including General Stabilization Funds)




Reserve and Liquidity Policies

Total Fund Balance

25.0% Town policy aims
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Reserve and Liquidity Policies

Certified Free Cash

$8,000,000 $7,180,539
$6,574,983

$7,000,000 $6,147,819
$5,162,836

$5,202,418

$6,000,000

$3,860,866

$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000

S-

FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018

Policy aims for Free Cash to be no less than 1%
of net operating budget after appropriation




Financial Policies

NET DEBT SERVICE

UNASSIGNED
FUND BALANCE
AS % OF NET
OPERATING

TOTAL FUND
BALANCE AS % OF
NET OPERATING
EXPENDITURES

FREE CASH AFTER
APPROPRIATION
AS % OF
OPERATING

FY17 Budget

Under 10%

Compliance

FY18 Budget

Under 10%

5.5%

Yes

FY19 Budget

Under 10%

6.1%

Yes

Source

Actual

Compliance

FY16 CAFR 8-12% 11.2% Yes

FY17 CAFR 8-12% 11.0% Yes

FY18 CAFR 8-12% 8.5% Yes
Compliance

FY16 CAFR >15% 22.0% Yes

FY17 CAFR >15% 21.1% Yes

FY18 CAFR >15% 21.4% Yes
Compliance

FY17 Budget >1% 3.0% Yes

FY18 Budget >1% 2.7% Yes

FY19 Budget >1% 1.9% Yes

These policies were formally adopted in 2016;

informally practiced for many years.




Financial Policies

$16,000,000
$14,000,000
$12,000,000
$10,000,000
$8,000,000
$6,000,000
$4,000,000
$2,000,000
$-
FY2015 FY2016 FY2017 FY2018 FY2019
M Stabilization = School Building Stabilization = W OPEB M Education Reserve

Reserve Fund FY2015 FY2016 FY2017 FY2018 FY2019
Stabilization S 720,097 | S 728,723 |S 1,033,551 |S 1,048,318 |S 1,571,771
School Building Stabilization | S 4,109,879 | S 3,678,667 | S 4,230,022 | S 4,886,642 | S 5,980,318
OPEB S 3,140,761 | S 3,758,041 |S 4,572,294 | S 5,534,965 | S 6,648,458
Education Reserve S 75,711 | S 76,102 | S 76,633 | S 77,751 | S 79,493
Total S 8,046,448 | S 8,241,533 |S 9,912,500 | S 11,547,676 | S 14,280,040




Town of Danvers S&P Tour —July 2019

Presentation and Tour

* Presentation

e Lunch
e Q&A
* Tour

The presentation given to S&P during their recent tour of Danvers can be found here:

https://www.danversma.gov/documents/2019-sp-presentation-and-tour-packet/



https://www.danversma.gov/documents/2019-sp-presentation-and-tour-packet/

Credit and Bond Rating Presentation

Questions?




