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SECTION | — INTRODUCTION & SUMMARY

Long-term financial forecasting allows the town to consider its financial future beyond the
current and immediate subsequent fiscal year. This offers the opportunity for better
management of the community’s fiscal health as long-term imbalances can be identified and
strategies to counteract them can be developed. This strategic process can vary significantly
between communities during the annual budget process.

As with any long-range forecast, this document should not be interpreted as a spending plan for
the next five years. Decisions regarding the allocation of resources and spending priorities can
change from year-to-year. Any adjustments to priorities should take into account key financial
data. Additionally, the town needs to consider the impacts of these decisions on the town’s
financial position. Decisions made locally and at the state level in the next six months could
substantially influence revenue and expense levels, which are reflected in this report.

The focus of the Five Year Forecast should not be centered on the accuracy of the numbers
provided herein but rather on the trends illustrated. Furthermore, consideration is taken into
account on how this report can be connected to the town’s other planning documents such as,
the Annual Operating Budget, Capital Improvements Plan, and the Town Council’s Strategic
Plan. These plans are all interconnected and the Five Year Forecast is as good a place to start
when juxtaposed with the other documents.




GENERAL FUND SUMMARY

The general fund is the main operating fund of the town. It is used to account for financial
resources except those required to be accounted for in other funds, i.e. Enterprise Funds,
Revolving Funds, and Special Revenue Funds. It is used by the town for recording property taxes
and is the central focus of this forecast. The difference between the projected revenue and
expenditures is referred to as the budget gap. Neither new services nor the expansion of
existing services has been incorporated into this forecast. The forecast will assume if new
services are necessary, then it will require a corresponding cost reduction to an existing service,
or a new funding source must be identified. The Town Council’s Strategic Plan will be used as a
guide to make these types of decisions from year-to-year. No attempt is made in this forecast
to predict Town Council priorities over the next five years.

The budget gaps projected for the next five years are offset by an estimate of budget surplus to
be generated each year. Surplus is generated from two sources; returned appropriations and
actual revenues exceeding budget estimates. The budget gaps in the projection are covered by
the use of surplus. The use of surplus is restored by the generation of surplus when the
previous fiscal year is closed. The following table compares the use and generation of surplus
over the past ten years.

Beginning Used For: Ending
Certification Date: Balance Operations Capital Generated Balance
July 1, 2009 (FY09) $7,932,730 ($1,930,000) - $2,408,587 $8,411,317
July 1, 2010 (FY10) 8,411,317 (1,080,758) - 3,416,013 10,746,572
July 1, 2011 (FY11) 10,746,572 (1,195,000) (2,000,000) 4,768,613 12,320,185
July 1, 2012 (FY12) 12,320,185 (687,330) - 5,639,538 17,272,393
July 1, 2013 (FY13) 17,272,393 (3,579,836) (7,000,000) 4,403,107 11,095,664
July 1, 2014 (FY14) 11,095,664 (3,585,000) (591,993) 6,451,368 13,370,039
July 1, 2015 (FY15) 13,370,039 (4,104,926) (1,037,689) 5,721,779 13,949,203
July 1, 2016 (FY16) 13,949,203 (2,726,877) (4,000,000) 5,908,772 13,131,098
July 1, 2017 (FY17) 13,131,098 (2,572,316) (350,000) 5,988,373 16,197,155
July 1, 2018 (FY18) 16,197,155 (3,587,352) (4,260,175) 4,293,608 12,643,236

Totals (25,049,395) (19,239,857) 48,999,758

As the table above illustrates, the town has generated about $4 million more in surplus than
what was used over the past ten years resulting in an increase in surplus from $7.9 million to
$12.6 million. On average, the town has generated $4.9 million of surplus per year. Much of the
surplus generated over the past ten years has been used to augment the capital program and to
fund snow and ice removal operating budget deficits. The town has limited the amount of
surplus used to finance reoccurring operating expenses.

General fund revenue for the fiscal year ending June 30, 2018 performed very well. Property tax
collections were 97% of the committed levy amount, motor vehicle and rooms excise taxes
exceeded budget estimates, and other local receipts exceeded budget estimates by $1.7
million. Combined with unexpended appropriations the general fund generated $4.3 in surplus.




The general fund surplus is to be certified by the state Division of Local Services as of July 1,
2018 at an estimated amount of $12,643,236. This represents 7% of the FY19 operating budget.
Fund balance policy recommendations set an acceptable range between 8% and 16% of the
operating budget; depending upon a community’s revenue and expense volatility, susceptibility
to natural disasters, immediate capital needs, and exposure to state and federal aid cuts. The
Town Council’s current reserve policy is 4% of the operating budget or $6.8 million.

Property taxes comprise a significant portion of the town’s resources accounting for over 76%
of all general fund resources. This is a more stable revenue source than other types of taxes,
which are more directly tied to the economy such as, sales and income taxes. During periods of
economic downturns, the town’s cash flow from property taxes may be impacted, but the
ultimate collection of taxes are nearly certain as unpaid taxes are liened and collected upon the
sale of the property. Only in the rare instance of a town foreclosure are property taxes not paid
in full. The other 24% of the general fund’s resources are more susceptible to economic swings
as they depend upon activity levels, as is the case of state aid, income, and sales taxes. In
periods of economic downturns, the town is in a more favorable position than many other
communities are because it receives a smaller portion of its general fund revenue in the form of
state aid. The town has enhanced its general fund revenue over the past few years with the
adoption of local taxing authority and the creation of new resources. In FY 2010, the Town
Council approved an increase in the local room’s tax and a local meals tax. These were
dedicated to the town’s largest capital needs for a sewer expansion and private road
improvements program. In FY 2016, the town increased its reoccurring revenue stream by
nearly $900,000 with the addition of solar array projects at the Airport and Solid Waste
facilities. Most of these new revenue sources are dedicated to the capital program; however,
more resources are needed to fully fund the town’s capital requests.

The town’s financial condition has shown some improvement over the last few years with
strong general fund surplus being generated. Budget estimates for various revenue categories
have increased in FY19, which may result in fewer surpluses generated. The town should
continue to consider using most of the surplus generated for the capital program as any
excessive reliance on it to cover recurring operating costs runs the risk of creating an
unsustainable operating budget. This forecast demonstrates how current general fund
operations will perform over the next five years if spending levels and revenues perform within
the assumptions used. Budget gaps are projected every year for the general fund for the next
five years. The existing level of surplus may sustain the current operating levels if all
assumptions used in the projection hold true through FY 2024.

This forecast projects the general fund’s available reserves to decline from $12.6 million in FY20
to S11 million over the next five years. Although, this forecast reflects favorable revenue
growth, financial obligations and rising benefits costs diminish the positive outlook over the
next five years. Despite improving revenues projected forward, the town continues to face
challenges related to the funding of infrastructure, an increased response to snow and ice
removal, rising benefits costs, and unfunded long-term liabilities.




Capital Improvements Plan submissions for the next five years total $141 million. This amount is
well beyond what the town’s current revenue structure can finance and it does not include the
costs of addressing the comprehensive Section 208 area-wide water quality management plan.
This projection includes an increase in funding of approximately $450,000 per year for the
capital program and a Special Revenue has been created to address the Section 208 plan as well
as private way improvements. The special revenue fund generates approximately $2.5 million in
annual revenue and had a balance of $15 million as of June 30, 2018.

Furthermore, a proposal to build a new $128 million facility for the Cape Cod Regional Technical
High School will add another estimated $1.5 to $2 million annually to the operating budget. A
ballot question for a new debt exclusion to fund the town’s share of the regional school
district’s project was approved on September 19", 2017 so any impact on the town’s budget
has been nullified. The new debt exclusion will be added to the tax levy correspondingly to
offset the school construction projects annual debt payments.

The town’s snow and ice removal costs totaled just over $1.9 million in FY18 against a budget of
$725,000 resulting in a deficit of $1.275 million. This will require the generation of $1.275
million in surplus to cover the deficit spending; however, at this level it can be a risky
proposition. The town has significantly increased its response to snow removal and
correspondingly costs in delivering these services. More recurring resources will need to be
directed to this area of the budget so that tolerable levels of deficit spending can be achieved.
This forecast includes increasing the budget for snow and ice removal by $125,000 per year
over the next 5 years until it reaches $1.5 million per year.

To mitigate rising benefit costs the Cape Cod Municipal Health Group has implemented plan
design changes to health plans over the past few years and has recently approved the addition
of a high deductible Health Savings Account Plan. Rate increases for health insurance plans
exceeded 6% in FY19 and are expected to increase at a higher rate than inflation for the near
future. The State has also executed several changes to retirement plan benefits attempting to
reduce the unfunded costs associated with retirement. Collectively, the unfunded liabilities for
health insurance and pensions total $215 million for the Town of Barnstable. Pension
assessments are projected to increase 5.3% a year in this forecast consistent with actuarial
valuations, which include an assumed rate of return on pension plan assets of 7.38%. If this
target it not met then assessments will go up beyond the current 5.3% increase per year. Based
on actuarial value of assets to actuarial liabilities, Barnstable County Pension System as of
January 1, 2018 funded ratio is 59.5%. Its actuarial rate of return at years ended December
2016 and 2017 was 6.7% and 8.7%.




FORECAST SCHEDULE - FY20 THROUGH FY24 — REVENUE SOURCES

General Fund Projected Revenue Sources

2020 2021 2022 2023 2024
Base levy from prior year $121,122,675 $125,350,742 $129,634,511 $134,025,374 $138,526,008
Proposition 2% increase 3,028,067 3,133,769 3,240,863 3,350,634 3,463,150
Estimated new growth 1,200,000 1,150,000 1,150,000 1,150,000 1,150,000
New base tax levy 125,350,742 129,634,511 134,025,374 138,526,008 143,139,158
CCC Environmental tax 605,539 620,678 636,195 652,100 668,402
Debt exclusions 2,320,265 1,880,756 1,840,800 1,800,845 1,760,890
Gross property tax levy 128,276,546 132,135,945 136,502,369 140,978,953 145,568,450
Excess taxing capacity less allowance
for abatements & exemptions (1,000,000) (1,000,000) (1,000,000) (1,000,000) (1,000,000)
Net property taxes available for
operations 127,276,546 131,135,945 135,502,369 139,978,953 144,568,450
Motor vehicle & vessel excise 7,549,303 7,652,829 7,682,137 7,737,924 7,634,578
Local rooms tax 1,928,500 1,957,428 1,986,789 2,016,591 2,046,840
PILOT 32,000 32,000 32,000 32,000 32,000
Total Taxes 136,786,349 140,778,201 145,203,295 149,765,467 154,281,868
Change From Prior Year 2.9% 3.1% 3.1% 3.0%
Chapter 70 Aid for Education 10,886,009 11,212,590 11,548,967 11,895,436 12,252,299
School Construction 859,776 - - - -
Unrestricted General Government 2,207,499 2,240,612 2,274,221 2,308,334 2,342,959
Other 946,236 892,668 848,107 811,174 780,702
Total State Aid 14,899,521 14,345,869 14,671,295 15,014,944 15,375,960
Change From Prior Year -3.7% 2.3% 2.3% 2.4%




FORECAST SCHEDULE - FY20 THROUGH FY24 — REVENUE SOURCES CONTINUED

General Fund Projected Revenue Sources

2020 2021 2022 2023 2024
Charges for services 5,334,378 5,460,425 5,691,291 5,827,699 5,969,386
Fees 954,676 1,036,383 979,333 1,061,532 1,004,986
Late fees on tax payments 1,313,044 1,324,942 1,337,094 1,349,506 1,362,183
Fines and citations 387,962 396,286 404,835 413,616 422,636
Licenses & permits 2,551,612 2,558,976 2,566,422 2,573,951 2,581,566
Earnings on investments 500,000 510,000 520,200 530,604 541,216
Leases and rentals 162,299 165,424 168,610 171,858 175,171
Special assessments 211,000 211,000 211,000 211,000 211,000
Other revenue 1,318,251 1,326,501 1,334,843 1,343,280 1,351,811
Total Other Revenue 12,733,221 12,989,935 13,213,627 13,483,046 13,619,954
Change From Prior Year 2.0% 1.7% 2.0% 1.0%
Embarkation fees 156,433 157,997 159,577 161,173 162,785
Parking meter receipts 246,489 248,954 251,444 253,958 256,498
Waterway Improvement Fund 290,938 293,848 296,786 299,754 302,752
Pension reserve 240,000 230,000 220,000 210,000 200,000
Trust/Agency Fund 7,365,996 7,891,282 8,452,379 9,137,924 9,639,920
Wetlands protection fund 45,459 45,914 46,373 46,837 47,305
| Total Transfers In 8,345,316 | 8,867,995 | 9,426,559 | 10,109,646 | 10,609,259
Change From Prior Year 6.3% 6.3% 7.2% 4.9%
Total General Fund Revenue Sources $172,764,407 $176,982,001 $182,514,776 $188,373,104 $193,887,041
Change From Prior Year 2.4% 3.1% 3.2% 2.9%




FORECAST SCHEDULE - FY20 THROUGH FY24 — OPERATING EXPENDITURES

General Fund Projected Operating Expenditures

2020 2021 2022 2023 | 2024

Municipal operations $40,298,856 $41,388,396 $42,505,053 $43,649,638 $44,768,093
School operations 69,760,397 71,713,688 73,721,671 75,785,878 77,907,882
Total Operating Expenditures 110,059,253 | 113,102,084 | 116,226,724 | 119,435,516 | 122,675,975
Change From Prior Year 2.8% 2.8% 2.8% 2.7%
Debt service 8,197,996 7,891,282 8,452,379 9,137,924 9,639,920
Property & casualty insurance 1,900,500 1,995,525 2,095,301 2,200,066 2,310,070
Employee benefits 26,623,284 28,036,856 29,527,662 31,100,104 32,758,840
School assessments 11,122,274 11,186,693 11,679,545 12,202,933 12,758,607
State & county assessments 2,623,795 2,685,268 2,748,233 2,812,725 2,878,783
Grants 2,108,050 2,156,276 2,205,708 2,256,376 2,308,310
Celebrations, Rent & Other 120,000 120,000 120,000 120,000 120,000
Snow & ice removal 1,275,000 1,150,000 1,025,000 900,000 775,000
Total Other Requirements 53,970,898 55,221,901 57,853,828 60,730,129 63,549,530
Change From Prior Year 2.3% 4.8% 5.0% 4.6%
Total General Fund Expenditures

Before Transfers $164,030,151 $168,323,985 $174,080,553 $180,165,645 $186,225,505
Change From Prior Year 2.6% 3.4% 3.5% 3.4%
Transfers to other funds (11,110,301) | (11,600,052) |  (12,102,293) | (12,617,359) |  (13,131,536) |




FORECAST SCHEDULE - FY20 THROUGH FY24 — RESERVES

General Fund Projected Reserves

2020 2021 2022 2023 2024
Budget Gap (2,376,045) (2,942,036) (3,668,069) (4,409,900) (5,470,000)
Estimated Surplus Generated 3,280,603 3,366,480 3,481,611 3,603,313 3,724,510
Net Surplus Generated (used) 904,558 424,443 (186,458) (806,587) (1,745,489)
Beginning Surplus (Deficit) 12,643,236 13,547,794 13,972,237 13,785,779 12,979,192
Ending Surplus (Deficit) $13,547,794 $13,972,237 $13,785,779 $12,979,192 $11,233,702
Council 4% Reserve $6,561,206 $6,732,959 $6,963,222 $7,206,626 $7,449,020
Surplus Above (Below) Reserve $6,986,588 $7,239,278 $6,822,557 $5,772,566 $3,784,682

The town’s general fund surplus is projected to decline from $12.6 million to $11.2 million over the next five years. Expenditure
growth is projected to outpace revenue growth over this period. By FY 2024, the surplus needed to balance the budget will exceed
the estimated surplus generated by $1.7 million. This includes an assumption that new property tax growth will result in an annual
increase of $1.15 million. There are no rate increases included in this projection. All other increases in revenue are predicated on an

increase in activity levels.




AIRPORT ENTERPRISE FUND SUMMARY

The Airport Enterprise Fund supports the operation and development of the Barnstable
Municipal Airport site. Activities financed by this fund include administration, operations, and
maintenance. Based on current service levels, operating cost increases are projected out over
the next five years. The projected revenue increases are then derived based on what is needed
to cover the operating costs. On average, the airport’s overall revenue will need to increase 1 -
2 percent per year to cover the projected cost increase. Projections over the next five years
indicate the airport will need to use a portion of its reserves to fund operating budgets, thus
limited reserves will be available for the capital program. It will have to continue to rely on
federal and state grants for its infrastructure improvements.

The Airport Enterprise Fund currently operates on a full costs recovery basis requiring no
general fund subsidy. It will also pay the general fund $199,297 for indirect support services in
FY19. It is expected that it will remain self-supporting going forward. As of July 1, 2018, the
operation’s estimated surplus balance is $3,525,181.

Factors Affecting Revenues

Airport activities are financed primarily through jet fuel sales and user fees collected from
airlines and concessionaires. Significant factors in the generation of airport revenue are
passenger traffic, enplanements, and fuel sales. These three items represent actual measures of
airport and aviation services. Fuel sales are also a measure of the airport’s competitiveness in
the marketplace. Much of the impact to revenue is due to fuel sales and concession revenue,
which accounts for 62% of all revenue sources. From this, the airport has experienced some
resiliency in most of its revenue sources since the loss of a major customer in FY16, which
resulted in a significant revenue decline in FY17. FY18 revenue experienced a rebound with
collections of $441,411 greater than the previous fiscal year. However, airport operations will
continue to be challenged to find ways to increase enplanements and passengers to make up
for the lost business in FY16. Another potential revenue increase for this operation includes the
redevelopment of the Kmart plaza. A Request for Proposals for the redevelopment of this land
and a new ground lease has been solicited which could result in an enhanced revenue stream
for the operation. This forecast does not include any additional revenue that may result from
this process.

Factors Affecting Expenses

Airport expenses associated with operations and maintenance will rise in response to projected
increases in inflationary costs and union contracts. The volume of fuel sales and the cost of fuel
are two other factors affecting this budget. Additionally, the airport has been served a notice of
responsibility by the Massachusetts Department of Environmental Protection for releasing
hazardous materials into the groundwater near the airport that has affected the groundwater
source, which supplies some of the town’s public water supply wells. The cost of the airport’s
required response is unknown as of this date and could have a material impact on the airport
operation’s expenditures.




Capital Program

The airport participates in the federally sponsored Airport Improvements Program, which is
administered by the Federal Aviation Administration (FAA). This program has an entitlement
component with funding being determined by enplanement levels. The airport’s annual
entitlement grant is approximately $1.2 million and is based on enplanements. The airport
makes annual expenditures for required airfield rehabilitation projects using these funds. Most
airport capital projects consist of costs being shared in a threefold process: the Federal Aviation
Administration (FAA) at 90%, the Massachusetts Aeronautics Commission (MAC) at 5%, and a
local (Airport) share of 5%. Discretionary funds at the federal and state levels may become
available for capital improvements.

Airport Certified Free Cash - Actual vs Projected
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The State’s Division of Local Services certifies the amount of surplus a community has at the
beginning of each fiscal year. This certified free cash is an unrestricted revenue source that can
be used to support current-year operations or to provide a revenue source for the ensuing
year’s budget. The white bars represent the past seven years of actual certified free cash and
yellow bar is FY 2019 budget, and green bars projected.
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BARNSTABLE MUNICIPAL AIRPORT OPERATING BUDGET PROJECTION - BUDGETARY BASIS

Projected
2020 | 2021 | 2022 | 2023 | 2024

Charges for Services $5,032,338 $5,080,369 $5,128,882 $5,177,882 S5,227,374
Fees 674,744 692,158 710,406 729,554 749,676
Other 383,112 382,637 385,215 387,416 389,249
Total Revenues: | 6,000,194 | 6,155,164 | 6,224,502 | 6,294,852 | 6,366,299
Change From Prior Year 1.07% 1.13% 1.14% 1.14%
Salaries and Wages 1,722,962 1,773,743 1,826,048 1,879,921 1,935,411
Benefits 635,331 667,059 700,531 735,845 773,103
Operating Expenses 3,398,670 3,422,784 3,447,190 3,471,891 3,496,893
Debt Service:

Principal 120,149 120,955 121,793 137,665 143,572
Interest 111,156 106,350 101,512 96,640 91,134
Transfers Out 203,283 207,349 211,496 215,725 220,040
Capital Outlay 19,600 19,600 19,600 19,600 19,600
Total Expenses: 6,211,152 | 6,317,840 | 6,428,170 | 6,557,289 | 6,679,752 |
Change From Prior Year 1.72% 1.75% 2.01% 1.87%
Budget Surplus (Deficit) (120,957) (162,677) | (203,668) | (262,437) (313,453)
Estimated Surplus Generated 51,727 52,563 53,424 54,312 55,226
Net Surplus Generated (Used) (69,230) (110,113) | (150,243) | (208,125) | (258,227)
Beginning Surplus (Deficit) 3,525,181 3,455,951 3,345,838 3,195,594 2,987,469
Ending Surplus (Deficit) $3,455,951  $3,345,838 $3,195,594 $2,987,469 $2,729,242
Assumptions:

% change in total revenue exc. transfers 1.07% 1.13% 1.13% 1.14%
% change in salaries 2.95% 2.95% 2.95% 2.95%
% change in benefits 4.99% 5.02% 5.04% 5.06%
% change in operating exp. 0.71% 0.71% 0.72% 0.72%
% change in debt service -1.73% -1.76% 4.93% 0.17%
% change in transfers 2.00% 2.00% 2.00% 2.00%
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SOLID WASTE ENTERPRISE FUND SUMMARY

The Solid Waste Enterprise Fund is used to account for all revenues and expenses associated
with operating the Town of Barnstable’s facility located on Flint Street in Marstons Mills. The
facility operates a transfer station, recycling facility, and bulky item disposal service.

This operation has undergone some significant changes over the past few years. The town’s
tipping fee per ton for waste disposal has significantly increased. The new tipping fee contract is
good for ten years and has a cost escalator of 2.5% per year. The increased costs for waste
disposal have resulted in transfer station sticker increases of $90 over the past few years; from
$160 to S250 for residents. This is still considerably less than charges for curbside pickup
offered by private haulers in town but could be approaching a price point where residents may
be willing to pay more for the convenience of curbside pickup. The operation currently has
around 9,000 full-fee paying customers. This operation also provides recycling services for all
town residents free of charge. Significant changes in the international recycling markets have
resulted in a new cost for this operation. The town now pays over $100 per ton for the disposal
of recycled materials. This includes paper, plastics, and glass. There is still a market for
corrugated cardboard and metals.

The FY17 capital improvements program authorized $2.5 million for improvements to make the
use of the facility more customer friendly, increase safety and encourage more recycling.
Changes in the recycling markets have postponed this effort. The town has suspended single
stream recycling in an attempt to reduce the cost of disposal. This improvement will be
reevaluated when the recycling market improves.

The Solid Waste Enterprise Fund currently operates on a full costs recovery basis requiring no
general fund subsidy. It will also pay the General Fund $94,192 for indirect support services in
FY19. It is expected that it will remain self-supporting going forward. As of July 1, 2018, the
operation’s estimated surplus balance is $1,881,943.

Factors Affecting Revenues

The Solid Waste Enterprise Fund revenues are affected by rates set at the residential transfer
station and recycling facility. Rates are reviewed annually for services provided by this facility.
The two major sources of revenue for the fund are the residential sticker and the tonnage fees
charged for disposal of construction and demolition materials by homeowners and local small
businesses. This pro forma assumes no changes to the program operations and there are no
rate increases included. The growth in revenue is a result in a slight growth in activity.
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Factors Affecting Expenses

Expenses have been forecast to provide staffing levels for a 7-day operation. Projected wage
and benefit increases range from 3% to 6%. Debt service is included for all Solid Waste related
borrowings. A portion of the fund’s surplus is expected to be consumed by funding debt
repayment on the loan issued for the landfill capping, which will be completed in FY19. Surplus
used for debt repayment has been planned as surplus was accumulated in prior years for this
specific purpose in order to eliminate any need for rate increases to repay the loans.

Solid Waste Certified Free Cash - Actual vs Projected
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The State’s Division of Local Services certifies the amount of surplus a community has at the
beginning of each fiscal year. This certified free cash is an unrestricted revenue source that can
be used to support current-year operations or to provide a revenue source for the ensuing
year’s budget. The white bars represent the past seven years of actual certified free cash and
yellow bar is FY 2019 budget, and green bars projected.
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SOLID WASTE ENTERPRISE FUND OPERATING BUDGET PROJECTION — BUDGETARY BASIS

Charges for Services
Other Revenue

Projected

2020 |

2021 |

2022 |

2023 |

2024

$3,119,954 $3,159,606 $3,199,864 $3,240,740 $3,282,244

61,985

56,489

57,726

58,615

59,246

Total Revenues:

3,181,939 | 3,216,095 | 3,257,590 | 3,299,355 | 3,341,490

Change From Prior Year 1.07% 1.29% 1.28% 1.28%
Salaries and Wages 1,230,545 1,267,117 1,304,785 1,343,584 1,383,546
Benefits 398,539 419,560 441,745 465,158 489,869
Debt Service:

Principal 58,000 58,000 54,000 52,500 32,000
Interest 11,305 9,395 7,440 5,450 3,920
Operating Expenses 1,559,016 1,576,588 1,594,598 1,613,055 1,631,972
Transfers Out 96,076 97,997 99,957 101,956 103,996

| Total Expenses: | 3,353,482 | 3,428,658 | 3,502,525 | 3,581,704 | 3,645,303 |

Change From Prior Year 2.24% 2.15% 2.26% 1.78%
Budget Surplus (Deficit) (171,543) (212,563) (244,935) (282,349) | (303,813)
Estimated Surplus Generated 295,166 301,508 308,060 314,829 321,822
Net Surplus Generated (Used) 123,623 88,946 63,125 32,479 18,008
Beginning Surplus (Deficit) 1,881,943 2,005,566 2,094,512 2,157,637 2,190,117
Ending Surplus (Deficit) $2,005,566 $2,094,512 $2,157,637 $2,190,117 $2,208,125
Assumptions:

% change in total revenue exc. transfers 1.07% 1.29% 1.28% 1.28%
% change in salaries 2.97% 2.97% 2.97% 2.97%
% change in benefits 5.27% 5.29% 5.30% 5.31%
% change in operating exp. 1.13% 1.14% 1.16% 1.17%
% change in debt service -2.76% -8.84% -5.68% -38.02%
% change in transfers 2.00% 2.00% 2.00% 2.00%
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WATER POLLUTION CONTROL ENTERPRISE FUND SUMMARY

This operation runs the wastewater treatment plant on Bearses Way in Hyannis, a smaller plant
in Marstons Mills and a small treatment system at Red Lily Pond. The main facility in Hyannis
acts as a repository for residential and commercial sewage and septage. The facility in Marstons
Mills services the two school buildings and a residential housing development located adjacent
to the school property. The Red Lilly Pond system services residential properties located near
the pond. The system also includes 30 sewage pump stations and 55 miles of sewer lines. Close
to 600 million gallons of wastewater and 12 million gallons of septage are treated every year.

This operation will experience significant changes due to the Section 208 area-wide water
qguality management plan. Part of this plan will most likely include the expansion of collection
systems and the centralized treatment of wastewater. There has been much discussion of
various funding scenarios for sewer expansion, effluent mitigation, and nitrogen management.
Part of the expansion discussion includes issues of ability-to-pay and cost allocation. In the past,
the federal and state governments subsidized 90% of capital costs for construction of new
wastewater facilities and sewer expansion. Decisions will need to be made in regards to the
cost allocation for sewer expansion, nitrogen management, and effluent mitigation. Cost
allocations may include betterments, sewer rates, tax rates, and other potential new sources of
revenue, net of any federal and state funding that may be available.

In July of 2010, Town Council voted to increase the local room’s tax by 2% and to levy a local
meals tax of 0.75%. The Council also voted to dedicate these new revenues to a sewer
expansion program by filing special legislation for the creation of a Sewer Construction Special
Revenue Fund. This new fund will help mitigate future costs associated with the Section 208
Plan. In fiscal year 2015, special legislation was passed that allows the town to expand the use
of this fund to include the repairs and improvements of private roads.

The Water Pollution Control Enterprise Fund currently operates on a full costs recovery basis
requiring no general fund subsidy. It will also pay the General Fund $169,466 for indirect
support services in FY19. It is expected that it will remain self-supporting going forward. As of
July 1, 2018, operation’s estimated surplus balance is $9,230,479.

Factors Affecting Revenues

Sewer rates charged to users of the system account for a majority of the revenue in this fund.
The number of customers tied into the facility can have a significant impact on revenue. The
rates are set in accordance with the necessary revenue required to run the sewer operations
and pay back the borrowings issued for the sewer plant improvements. Rate increases of
approximately 4% to 5% have been implemented over the past several years. The projections
do not include any changes to the customer base. Once expansion project funds are
appropriated an estimate for the changes in the customer base can be included.
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Factors Affecting Expenses

Expenses in the forecast include maintaining current staffing levels with projected wage and
benefit increases ranging from 3% to 6% respectively. Debt service is included for all sewer
related borrowings. Projections have been made for all outstanding loan authorizations that
have yet to be issued by the town, but will be the responsibility of ratepayers.

Capital Program

The Department of Public Works has completed the update on the town’s Wastewater
Management Plan. Estimated costs for the program total $575 million. It is broken down into 3
phases over a 60-year period. Phase 1 over the first 20 years totals $167 million or an average
of $8 million per year. The program involves additional piping to tie properties into the existing
treatment facility. Non-traditional solutions have not been incorporated but will be
continuously evaluated as technology evolves. The existing facility has the capacity to treat the
additional flow from this phase. This projection does not include a funding mechanism for this
plan. The next step in the process is to evaluate alternative funding models. The town’s
Comprehensive Finance Advisory Committee has suggested a funding mechanism to address
the program. Their report was issued in February 2010. They concluded that no betterments
should be assessed and the cost of the program should be shared by as many entities as
feasible, including all local property tax payers if necessary. A Special Revenue Fund has been
created as part of the financial solution for this purpose.

Water Pollution Control Certified Free Cash
- Actual vs Projected
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The State’s Division of Local Services certifies the amount of surplus a community has at the
beginning of each fiscal year. This certified free cash is an unrestricted revenue source that can
be used to support current-year operations or to provide a revenue source for the ensuing
year’s budget. The white bars represent the past seven years of actual certified free cash and
yellow bar is FY 2019 budget, and green bars projected.
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WATER POLLUTION CONTROL ENTERPRISE FUND OPERATING BUDGET PROJECTION —

BUDGETARY BASIS
Projected
2020 ‘ 2021 2022 2023 2024
Charges for Services $4,489,960 $4,534,859 $4,580,208 $4,626,010 $4,672,270
Interest & Penalties 60,000 60,000 60,000 60,000 60,000
Other Revenue 117,305 119,586 122,835 126,831 130,606
Permits 10,000 10,000 10,000 10,000 10,000
Sewer Assessments 117,892 116,713 115,546 114,391 113,247
Tax Liens Redeemed 5,000 5,000 5,000 5,000 5,000
Total Revenues: 4,800,157 4,846,159 4,893,589 4,942,231 4,991,122
Change From Prior Year 0.96% 0.98% 0.99% 0.99%
Salaries and Wages 1,243,742 1,281,054 1,319,486 1,359,070 1,399,842
Benefits 473,194 498,474 525,161 553,333 583,074
Debt Service:
Principal 999,717 897,351 815,915 825,543 820,669
Interest 242,197 218,457 194,456 174,564 156,265
Operating Expenses 1,633,951 1,649,693 1,665,821 1,682,346 1,699,277
Transfers Out 172,855 176,312 179,839 183,435 187,104
Capital Outlay 122,000 122,000 122,000 122,000 122,000
| Total Expenses: 4,887,656 | 4,843,342 | 4,822,677 | 4,900,291 | 4,968,230
Change From Prior Year -0.91% -0.43% 1.61% 1.39%
Budget Surplus (Deficit) (87,499) 2,817 70,912 41,940 22,892
Estimated Surplus 315,645 | 322,051 328,678 335,534 342,628
Generated
2 GBS CETEEEE: 228,146 | 324,868 399,589 377,474 365,520
(Used)
Beginning Surplus 9,230,479 9,458,625 9,783,492 10,183,082 10,560,555
(Deficit)
Ending Surplus (Deficit) $9,458,625 $9,783,492 $10,183,082 $10,560,555 $10,926,075
Assumptions:
% change in total revenue exc. transfers 0.96% 0.98% 0.99% 0.99%
% change in salaries 3.00% 3.00% 3.00% 3.00%
% change in benefits 5.34% 5.35% 5.36% 5.37%
% change in operating exp. 0.96% 0.98% 0.99% 1.01%
% change in debt service -10.15% -9.45% -1.02% -2.32%
% change in transfers 2.00% 2.00% 2.00% 2.00%
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WATER SUPPLY ENTERPRISE FUND SUMMARY

The Water Supply Enterprise Fund was created through the acquisition of the Barnstable Water
Company. This operation provides service to residential and commercial properties within the
village of Hyannis. This operation has encountered significant changes recently with the
contamination of its water supply in the Mary Dunn and Maher public water supply wells.
Carbon filtration systems have been installed at the Mary Dunn well field and interconnections
have been constructed with adjoining water supply operators. Several million dollars have been
spent in the past year for these efforts. Additionally, it is anticipated that a treatment system
will need to be constructed at the Maher site beginning in FY18. A significant portion of the
Water Supply Enterprise Fund’s reserves have been accessed to make these improvements and
it is projected that user fees will continue to increase in order to cover the increased costs of
operations.

The town contracts with SUEZ North America to run its water supply operation. This is a
multiyear contract with built in escalators. It is expected that this operation will continue to be
operated under a contract over the next five years. As more treatment systems are
constructed, the annual operating cost of the system, including the management contract, will
rise.

The Water Supply Enterprise Fund currently operates on a full costs recovery basis requiring no
general fund subsidy. It will also pay the General Fund $88,596 for indirect support services in
FY19. It is expected that it will remain self-supporting going forward. As of July 1, 2018,
operation’s estimated surplus balance is $2,157,029.

Factors Affecting Revenues

The rates are set in accordance with the necessary revenue required to run the water
operations and pay back borrowings issued for water related capital improvements. This
forecast includes a provision for an annual rate increase of 5% to 7% to help fund the
operational budget increases and an infrastructure improvement program of over S1 million
per year.

Factors Affecting Expenses

Management of this service is provided for by an outside contractor and it is expected to
continue operating in this manner. The capital improvement portion of this service has a
significant impact on expenses. The system has incurred expenses of almost $20 million
recently to address the water contamination.
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The State’s Division of Local Services certifies the amount of surp