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FINANCING THE
CAPITAL IMPROVEMENT PLAN

AND PSPRS UNFUNDED LIABILITY
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Unique Contingency Adopted Budget 2020
For FY2019-20, budget authority was
established exclusively for non-operating
expenditures (like CIP or the PSPRS
unfunded liability) that are “exempt from”
the Town’s AEL and budget for up to
$12,000,000 of obligation proceeds.

The plan: pay up to $3,000,000 for
PSPRS at year end FY2019, pending
AEL capacity. Then pay $3,000,000
early July and prepare to pay
$1,000,000 per quarter thereafter.

But to check be with Council
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Financial Plan Forecast Rec Budget p.22‐23
Over, strategically issuing and paying
long term liabilities for planned non-
operating expenditures has low impact
on the operating forecast (Interest only).

Challenge is new expenditures and the
2020 and 2021 AELs.

Issuing obligations and paying debt
shifts Fund balance and Liabilities.

New costs outside of existing forecasts
impacts financial position. Example:

Change in PSPRS discount rate or
the cost of concrete.
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Budget Status FY2020 CIP & PSPRS
Line for potential changes in costs.
The challenge not revenue or cash, but
being and “new” expenditures and the
“Annual Expenditure Limitation”.

After July’s $3,000,000 pmnt =
$5,736,052 (2018 balance)
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PSPRS & Debt Policies Rec Budget pages 175 & 176
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Financial Plan AEL Status for FY2020
Not a revenue or cash concern its the
Timing with the AEL in FY2020 & 2021.
AEL capacity available once the PSPRS
payment plan is completed.

Shifts Projects from “Subject to” the AEL
to “Exempt from”; and
Spread costs over multiple fiscal years.
**Use as general as possible project language like
“Roadway & utility improvements” rather than
“Mockingbird Lane improvements”.

A reallocation of $5,420,000 projects to
tax exempt obligations could yield more

PSPRS and $2,535,000 AEL
capacity for other needs in FY2020
or FY2021.
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Financial Plan AEL Status Project Level
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Why now?
Timing is vital: Issuing obligations can be
as expedient as a 3-month process and
there are many options and structures.

Should staff and professionals provide
an overview of steps and process of
issuing tax-exempt excise tax obligations
in November, including:

Consider adopting resolution 2019-xx to
reimburse CIP spending with obligations
(if issued) from 60 days before and after
its adoption

Use of proceeds and repayment are
both exempt from AEL.

Use as general as possible project
language like “Roadway & utility
improvements” rather than “Mockingbird
Lane improvements”.

Timing matters with proceeds and AEL.

Unused proceeds revert to repayment.

Proceeds must be physically drawn in
same FY expenditures are reported to
be exempt from AEL (accrual vs cash).

Timing is Essential

?
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