Board of Finance
February 8, 2010

The Board of Finance held a regular meeting on Monday, February 8, 2010 in the
Council Chamber, Newtown Municipal Center, 3 Primrose Street, Newtown, CT. John
Kortze called the meeting to order at 7:35 p.m.

PRESENT: John Kortze, James Gaston, Marty Gersten, Joseph Kearney, Harry
Waterbury and Michael Portnoy

ALSO PRESENT: First Selectman Llodra, Finance Director Robert Tait, Board of
Education members Lillian Bittman, Kathy Fetchick, Debbie Leidlein, eight members of
the public and one member of the press.

VOTER COMMENTS: none noted

COMMUNICATIONS: Mr. Kortze stated everyone received a copy of an email from
Amy Mangold, Director of Parks & Recreation. He also noted Kathy Fetchick of the
Board of Education handed out another air quality study for the Middle School. There
was discussion on the accounting of the pay to play activities. Mrs. Bittman will look
into where the money is being spent. Mr. Kortze noted there is an amount of money
budgeted as revenue and asked if we are collecting what has been budgeted. Mr.
Kortze suggested that the Town Finance Director look at the Board of Education
system. First Selectman Llodra said that appropriations is not ready to determine the
level of funding for the excess cost grant because Hartford was late getting all the
special needs documentation in relative to the special needs costs. Mr. Kortze
requested the Board of Education facilitate the minutes online sooner than the seven
day deadline, especially during the budget process. Mr. Kortze submitted a document
from Standard & Poors, (Att. A).

ACCEPTANCE OF MINUTES: Mr. Gaston moved to accept the meeting minutes of
January 11, 2010. Mr. Gersten seconded. Mr. Gaston corrected page two saying it is
his understanding that carbon dioxide is not a health hazard, referencing the Brooks
Environmental Report. That was also confirmed by Mark Granville of Brooks
Environmental. All were in favor of accepting the minutes as amended.

FIRST SELECTMAN REPORT: none noted.
FINANCE DIRECTOR REPORT: none noted.

OLD BUSINESS:

Discussion and possible action:

CIP: Mr. Tait handed out a combined Board of Selectman and Board of Education CIP
spreadsheet (Att. B) saying the combination of bonding and grants on the Middle School
roof changed a little bit since the last spreadsheet. The grant was changed slightly to
get the bars beneath 10%.

There was discussion on reimbursement for the Middle School roof. First Selectman
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Llodra stated there the $45,000 for the design of the roof would generate three different
designs which will determine which process will be followed. Mrs. Fetchick said that Dr.
Robinson expects to go the reimbursement route.

Mr. Kortze said that the policy of the board is to take the last four years increases and
what we thought this year should be as a planning tool but not as what the board would
communicate a budget should be. Mr. Tait said that the budget increase for this year
was -1.66%, the four years before were 4.6%, a combination of grand list growth and
taxes.

The board noted their feelings on the concept of a five year rolling average:

Mr. Gersten feels we are facing the same circumstances as last year, if not worse. The
five year rolling average skews it in favor of recent periods. The size of the budget will
drive the ability for capital programs. From a budgetary point of view the capital
improvement will be extremely slight. The real capacity is $3.5 to 4 million dollars of
new projects. Allocating that between the town and the school board will be difficult.
Mr. Kearney thinks the policy is fine and shouldn't be changed each year to fit the
condition of the year. If we are going to stick to the policy as a guideline we have to
make sure we don't come close to 10%, recognizing that this year will probably be a flat
budget.

Mr. Gaston agreed the policy shouldn't be changed every year. The number used in the
projections should be a conservative number. The number does not mean the board is
prejudging or foretelling the Board of Education or the Town that the board is setting a
goal for the budget; just that the number is being considered for the CIP.

Mr. Waterbury said that any increase would be minimal because of potential revenue
and thinks that 4.2% is too high.

Mr. Portnoy thinks the policy is fine. It doesn't matter if it's 3% or 4% because we are
still bumping up against the arbitrary line of 10%. He thinks the board needs to not only
look at the CIP with a discriminating view but also the town operating budgets. He
would caution everyone that there is no more money from the state or from building
deeds or permits. He wants to keep the budget down.

Mr. Kortze agreed with the board members and said that it's good to follow an instituted
policy. He said the board has taken the assumptions down in the past three years. ltis
not reasonable to expect a positive difference for the upcoming year; it's got to be flat or
negative.

Mr. Portnoy moved -5% as a working number for the five year average. Mr. Gersten
seconded. Mr. Tait said that would bring it down to under 2%. Mr. Gersten asked what
the remaining spread would be between existing debt service and the 10% cap if we
used 2.92%. Mr. Tait answered $28,000,000. Mr. Tait reported the numbers used for
the the last four years and currently are 5.96%, 4.73%, 5.59%, -1.66% and zero.

The motion failed (YES: Portnoy); (NO: Gaston, Gersten, Kearney, Waterbury and
Kortze).

Mr. Gaston moved 2.92% as a working number for a five year average. Mr. Gersten
seconded. Allin favor. The estimate for capital spending is $4,000,000.




Board of Finance
February 8, 2010

Further conversation revolved around the CIP and the debt cap and the reality of the
projects in the CIP versus the money allotted for each year. Some projects are safety
issues, there is a reluctance to exceed the 10%. Mr. Gersten said that we cannot afford
to do all that we want to do or need to do; the money is just not there. It will be difficult
to do capital expenditures on the town side. Mr. Tait said there are options .

NEW BUSINESS:
Discussion and possible action:

Public Hearing Date: Mr. Tait explained that he will not have enough time to publish
the information required for the public hearing based on the Board of Education budget
timeline. The Public Hearing will be rescheduled for Thursday, February 25 to be held
prior to the budget deliberation at the Municipal Center.

Transfer: Mr. Gaston moved the transfer from 01570 2000 Contingency Fund to 01890

0000 Transfer Qut — Cap Project, in the amount of $19.000. Mr. Gersten seconded. All
in favor.

Mr. Gaston moved the transfer from 01570 2000 Contingency Fund to 01100 2013
Selectman Expenses, in the amount of $1.000. Mr. Gersten seconded. All in favor.

First Selectman Llodra presented the Selectmen budget binders to the Board saying
that it is good planning to have a bridge per year in the CIP. She also spoke of the
amended budget and explained briefly some of the increases in certain line items.

ANNOUNCEMENTS: none

ADJOURNMENT:

Having no further business, the Board of Finance adjourned their regular meeting at
10:10 p.m.

Respectfully Submitted,
A({/Qa,LL MM G cine &

Susan Marcinek

Att. A: Standard & Poors document
Att. B: CIP
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Summary:

Newtown, Connecticut; General Obligation;

US$20. mil BANs dtd 02/24/2010 due 02/23/2011
Short Term Rating SP-1+ New

US$14.23 mil GO bnds ser 2010 dtd 02/15/2010 due 02/15/2011-2028
Long Term Rating AA+/Stable New

Rationale

Standard & Poor's Ratings Services assigned its 'AA+' long-term rating, and stable outlook, to the town of
Newtown, Conn.'s series 2010 general obligation (GO) bonds and its 'SP-1+' short-term rating to the town's GO

bond anticipation notes {BANSs).
The ratings reflect our assessment of the town's:

Affluent community with access to regional employment centers in the county and New York City,

» Strong property wealth levels,
¢ History of sound financial operations, and
e Low debt burden.

The town's full faith and credit pledge secures the bonds and BANs. Officials have indicated they plan to use
proceeds to fund various capital improvement projects for the town, including additions and renovations to its high

school.

Newtown is in Fairficld County in southwestern Connecticut. According to estimates provided by the state, the
town's 2009 population increased by 5.6% since 2000 to an estimated 26,441. The town is traversed by Interstate
84 and U.S. routes 6 and 302, providing residents with easy access to employment centers in the county and New
York. Newtown Board of Education is the largest local employer with 880 employees. Other leading local
employers include a state prison (305 employces) and Masonicare of Newtown (282), a nursing home. Most of the
town'’s residents commute to other parts of the county and Westchester County in New York for employment.
Given the town's access to a variety of employment centers, town unemployment averaged 7.5% in 2009, lower
than state and national rates. Median household effective buying income is, in our opinion, a very strong 164% and

198% of state and national averages, respectively.

Over the past five years, the town has experienced modest property tax base growth. The equalized net taxable
grand list averaged an annual increase of about 4.1%; it reached $5.8 billion in fiscal 2009, or an extremely strong
$219,444 per capita. There is little concentration in the taxpayer base with the 10 leading taxpayers accounting for

a very diverse 5.6% of asscssed value.

Financial operations over the past three fiscal years have, in our view, been sound with the town maintaining an
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Summary: Newtown, Connecticut; General Obligation; Note

unreserved general fund balance in excess of 6% of expenditures. Despite a $1.5 million operating deficit in fiscal
2009, the town managed to end the fiscal year with a $9.6 million unreserved general fund balance, or a strong 9%
of expenditures. Management attributes this decline, in large part, to a cut in revenues from the state that resulted in
$11.2 million less than what the town received in fiscal 2008. Intergovernmental revenues, however, account for just
12.5% of total general fund revenues while property taxes generate 85.1%. Officials balanced the fiscal 2010
budget with a $2 million use of fund balance. Management believes the town might come close to using the full
amount due to the likely possibility of additional state revenue cuts.

Standard & Poor's views Newtown's financial management practices "good" under its Financial Management
Assessment (FMA) methodology, indicating financial practices exist in most areas but that governance officials

might not formalize or regularly monitor all of them.

In our opinion, the town's debt burden is at low-to-moderate levels. Net direct debt is a moderate $3,746 per capita,
or a low 1.7% of market value. Carrying charges account for a moderate 8.1% of fiscal 2009 expenditures.
Including the new bonds, officials are planning to retire roughly 75% of principal over the next 10 years. Officials
intend to issue roughly $56 million of additional GO debt over the next five years to fund the town's $98 million
capital improvement plan. Despite the town's sizable additional debt and capital plans, management believes it will

be able to adhere to the limits established under its adopted debt policy.

Outlook

The stable outlook reflects our assessment of the town's stable local economy with access to stronger economic
centers in the county and New York State. Despite additional pressures from further state revenue reductions and
capital needs, Standard & Poor’s expects the town will continue to maintain a good financial position and

sustainable debt burden.

Financial Management Assessment: 'Good'

Standard & Poor's views Newtown's financial management practices "good" under its FMA methodology,
indicating financial practices exist in most areas but that governance officials might not formalize or regularly

monitor all of them.

Budger assumptions are, in our view, conservative; and management monitors financial performance and reports the
results to the board monthly. There is no formal multiyear plan on operations; but the town maintains a five-year
capital improvement plan, which is publicly available, that it updates annually. An adopted debt management policy
requires the town to amortize at least 50% of its GO debt outstanding in less than 10 years and maintain carrying
charges of no more than 10% of the general fund budget. Furthermore, the town adopted a reserve policy in 2008
stating it is to maintain the unreserved general fund balance between 5% and 16% of budgeted operating
expenditures; amounts in excess of 16% will fund capital projects and other one-time uses. Should the unreserved
fund balance fall below the 5% minimum, the finance director would be expected to recommend, and submit to the

board, a plan to replenish reserves back up to the 5% level within a specific period.
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