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From: James Kern, Town Managt%é{ (é‘/h—-\

Cc: James MacDonald, Chairman, Board of Selectmen
Date: November 8, 2018
Subj:  Funding for Future Capital Building Projects

I have requested that an identical article to Article 9 of the May 2018 Annual Town
Meeting be considered at the upcoming Annual Town Meeting on November 26,
Article 6 proposes that $700,000 be appropriated to the special purpose stabilization fund
known as the Robin Reyes Fund.

I write to emphasize the importance of making this appropriation this year and initiate the
process of investing in the fund going forward.

As you know, the town has voted in recent Town Meetings to authorize the purchase and
renovation of the former Ames School building for municipal offices and a senior center,
construction of an Early Childhood Education Center, and most recently the construction
of a combined Public Safety Building.

Although the dedicated revenue stream from the hotel room tax and the meals tax has
out-performed original estimates, the Robin Reyes fund was never intended to fund all of
the building needs in for the Town of Dedham by itself. Its stated purpose was “to
substantially reduce the need for debt exclusions to pay for new buildings”. In order to
pay the debt service for the previously authorized projects, and prepare for the need for
future buildings, an additional stream of funding is required. By doing it now, the burden
on any individual annual budget will be manageable. This concept has been described in
many public presentations over the last several years. Specifically, during the process of
considering the borrowing authorization for the public safety building in the fall of 2017,
the plan to allocate funds from the general fund was clearly described. Please see the 3
slides attached (pg. 3 and 4), which were presented at the District Chairs’ Warrant
Review or “Mini” Town Meeting and at Town Meeting. They describe the proposal to
borrow progressively less for the road program and re-direct the funds to this purpose.



This intent is also included in the November 2017 letter to Town Meeting members from
the chairman of the Finance and Warrant Committee (attached, see pg. 9, Article Four).
We are now able to spend less for the road program because after 12 years of heavy
investment, about $2,200,000 per year, the Town’s roads are in a state of good repair (pg.
6) . Maintaining roads at the current level will cost about $1,500,000 a year, or $700,000
less than what the Town was spending.

Town Meeting members have voiced their concern that money that is voted into the
Robin Reyes Fund can never be voted out and used for another use other than building
construction. They are mistaken. A future Town meeting can always vote money out of
a stabilization fund with a two-thirds vote. Town Counsel will provide an opinion on this
question.

It is important to understand the ramifications for present debt obligations and future
capital building decisions if Town Meeting defers investment in this fund now. I have
attached two spreadsheets, A and B that illustrate the impacts on future years in the two
scenarios. As you can see in spreadsheet A (pg. 7) the funds collected by the meals and
hotel tax total about $2,552,000 in FY21. Debt service in that year is estimated to be
$5,536,000. That means each year the ending balance decreases about $3,000,000. By
FY23 the balance will be zero. This means that in FY24 the meals and hotel tax money
will be enough to pay for about 50% the debt service. Approximately $2,603,000 will
need to be raised via the property tax levy in order to meet the debt service.

In our planning, shown in Attachment B (pg. 8), we have put a placeholder for a future
school recognizing that there will likely be a project of some kind in the next decade. In
the spreadsheet (A) without the additional appropriation, I have not included a future
school project. The effect of including it would increase the unfunded debt requirement
significantly. The chart on page 5 compares annual appropriations through 2028 under
the 2 options. '

In short, in order to fund the projects that have been already approved and allow the town
to plan ahead so that we manage our building needs proactively, we need to begin making
these additional appropriations this year and have the discipline to continue to make
them. By doing so we can ensure the long-term viability of our capital construction plans.
I respectfully request your suppott of Article 6.



Paying for This Project

s> Project’s total cost: $45.0 million, 49,500 square
feet.

s> Debt service will be paid from Robin Réyes Fund
and regular appropriation

s> Will not require a Debt Exclusion

s> Hotel and Meals Tax -> Special Purpose
Stabilization Fund (Robin Reyes Fund)
-~ 2019 Revenue is approximately $2.5 million
- 2028 revenue is approximately $3.1 million

MNow G 2017 District Chairs Meeting Dedham Middle School L1

Sources of Funds for This Project

= Road program:
s» After 11 years of sustained investment roads are in much
improved condition '
~ Pavement Condition Index (PCI) of 86 -
o In addition to the $700,000/yr Chapter 90 from the state,
$2 million has been borrowed for the last 11 years.
Plan is to re-allocate a portion of the borrowing from roads to
buildings.
> Other existing long term debt for infrastructure is rolling off
which is also a source of funds

Nov 6§ 2017 District Chalrs Meeting Dedham Middie School 12
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Sources of Funds to Support Building Plan

Sources of Funds

S 00000
$6.000,000
S, 0001000
£3, 000,000
$2,000,000
$1.000,000
%

018 2050 2172 A XN el e 20130 202 2004 ST

® From Debt Excusion @ From Robin Reyes Fund A From General Revenue
Nov 6 2017 District Chalrs Meeting Dedham Middle School 14

PAGE 4



Article 6 -
2 Funding Options
Annual Appropriations
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Roads (this was published in the October 2017 Financial Newsletter)

Dedham has made significant investments in roads since adopting a Pavement
Management Program in 2007. Through FY2017 the Town has invested $12.7 million in.
addition to $6.9 million from the state—a total of $19.6 million—in improvements in that
time. The condition of the 80 miles of public roads is measured by a Pavement Condition
Index (PCI) (graph below). Dedham committed to reversing years of underinvestment
with a goal of maintaining the PCI in the low 80s. Over 30 miles have been rehabilitated
through reclamation, 11 miles milled and overlaid or overlaid, and 52 miles received
preventive or routine maintenance. Having reached the goal, we can reduce our annual
expenditures and still maintain the PCI at an acceptable level.

PAGE 6
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TOWN OF DEDHAM
Finance and Warrant Committee

To the Town Meeting Representatives and the Citizens of Dedham

. The Fall Town Meeting this year will consider what action should be taken on nineteen warrant
articles. Eighteen of those articles fall within the jurisdiction of the Finance and Warrant Committee
(hereinafter, FWC or Committee). Article 8 falls within the jurisdiction of the Planning Board.
Presented here for your consideration are the recommendations of the FWC on those eighteen
articles.

The Committee conducted public hearings at which we heard from proponents and opponents of
each Article. In many instances, we sought further information from town officials, particularly the
. town manager, assistant town manager and finance director. In several cases, we sought assistance
from town counsel. In each case, we received full cooperation.

The recommendation of the FWC on each of the eighteen articles is contained at the end of each
article. There are three, however, that I would highlight, each of which would involve a significant
capital expenditure.

o Article Four is a proposal for the town to construct a new combined public safety complex on
the site of the current town hall, replacing the current police and fire stations. Together with
the soon-to-be-opened new town hall and senior center, the complex would complete the

“Municipal Campus. The Town is being ask to authorize the expenditure of not more than $45
million for this purpose. The FWC voted unanimously to recommend that Town Meeting
approve this project. The FWC is satisfied that by utilizing a combination of the Robin Reyes
Fund and redirecting a portion of the capital we spend annually on roads and sidewalks, the
project can be funded with minimal impact on the tax levy. Dedham has been spending at an
elevated level on roads and sidewalks in a successful effort to catch up on deferred work.
Having done so, the town is now in a position to reallocate some of those resources
(approximately $1 million per year to support the financing of this project).

o Article Five proposes that the town meeting authorize and agree to pay Dedham'’s share of an
$84,862,768 renovation, reconstruction, and extraordinary repairs package tothe Blue Hills
Regional Vocational School. The total impact on member communities will be significantly
reduced by the stated MSBA reimbursement of $43, 438,247. The town'’s share is projected to
be $5,493,753. The current physical plant of the school is more than 50 years old. Itis
believed that this project will avoid significant capital costs for repair/replacement/ upgrade
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of HVAC, window and electrical infrastructure that would otherwise be needed and which

“would not be eligible for MSBA reimbursement. The FWC voted unammously to recommend

that the project be approved.

Article Six is a $14.5 million proposal by the Parks and Recreation Commission to design,
construct and equip the property known as Manor Fields (formerly the Striar property). This
long-awaited proposal was submitted while the Parks and Recreation Master Plan is in its
final stages, but prior to any opportunity for the FWC or the public to read and digest it. The
FWC expressed reservations about moving ahead on a major capital expenditure prior to
finalization and publication of the master plan, given that this would be a major component of
that plan. The FWC voted unanimously (with the concurrence of Parks and Recreation) to
recommend that consideration of the proposal be postponed indefinitely. It is anticipated that
this proposal will again come before the FWC and town meeting sometime-in 2018.

Finally, I would be remiss if I did not note that John Heffernan decided to step down as chairman of
this committee in July, after three years as chairman. On behalf of all the present and former
members who have served with John, I want to express our appreciation for his leadership and
commitment. Fortunately, John has agreed to stay on as a member of the committee and his
continued presence has significantly eased the transition for Liz 0’'Donnell, the committee vice-chair,

and for me.

Kevin Preston
Chairman of the Finance and Warrant Committee
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