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Faced with the task of determining whether or not The Town of Milford can safely afford building of new 

school, many factors need to be addressed. The first being the collection of data associated with this 

project. We started first with the proposed cost of the project. The figure we have received from the 

"Schematic Design Total Project Budget Summary" shows a total of $60,900,000. (Exhibit 1) The MSBA 

will reimburse the Town up to a certain percentage, of which will not be locked in until after the Special 

Town Meeting. However, we have been provided with an expected "Probable Local Share" that assumes 

an overall reimbursement rate of approximately 43%. This translates into a $34,631,773 Bond over a 20 

year period. Included in this total is the initial feasibility study cost of $1,000,000 which has already been 

appropriated leaving $33.6 million to be bonded. For purposes of forecasting we rounded this figure to 

$34 million. We applied a 3.25% interest rate, which we feel is competitive and reasonable. This would 

create an annual principal payment of $1.7 million with interest in year one approximately at $1.1 million 

sliding down approximately $55,000 per year. (Exhibit 2)  

 

Next was to assess what additional capital needs are on the horizon during this bonding period. Using the 

Capital Improvement projection and other sources we have determined that there is a potential of 3 other 

bondable projects within the next 5 years that should not be ignored. The first being the Parks 

Department's request for improved playing fields in FY15 with an anticipated cost of $1million. We used 

an interest rate of 3% over a 10 year life. We also identified a long term need and plan to reconstruct the 

Godfrey Brook at a cost of approximately $10,000,000 that very realistically would have a reimbursement 

rate of 50% through numerous agencies. Therefore, we included the need to bond $5 million for this 

project starting in FY16. This particular project is expected to have a bond period of only 10 years due to 

the nature of the project. Finally we have indentified the need to bond the Milford Youth Center 

reconstruction project. At this time we used $2 million as there are available funds in our Capital 

Stabilization fund that could pick up any additional amounts necessary for this project. 

We used a bond life of 20 years at 3% interest. Note that we have not bonded any project with a cost of 

less than $2 million in the last few years. We have chosen to pay for the project by a combination of cash 

and/or levy capacity therefore these smaller projects would be considered the same thus not impacting 

the long term debt. (Exhibit 3) 

 

The next step involved assessing the operating budget and adjusting the imposed debt limit of $3 million 

recommended by the Finance Committee to a figure that could handle the debt described above. 

We took the existing FY14 article 4 figures and increase health care cost at a rate of 6% per year, 

pension appropriation at 4% per year, and all other budgets with an overall increase of 2%. In our 



opinion this is a very reasonable expectation based on historical data such as trend analysis and contract 

negotiation history. We also continued to set aside $500,000 per year for stabilization contribution, and 

$1,000,000 per year for any additional capital needs not addressed above. 

 

The next analysis was to project out revenue starting with the Levy Limit over the next 10 years. We used 

an expected increase in state aid of 2% per year and chose certain revenues that make up local receipts 

to inflate as well. These revenue sources are motor vehicle excise at a rate of 1% per year and hotel 

occupancy tax also at 1% per year. All other revenue has been projected at level funded. Again, our 

approach was not to overestimate any revenue as these figures have no solid expectation of increasing. 

We did not incorporate any other available funding such as Free Cash because we do not count on these 

funds being available on a consistent year to year basis. We did, however, utilize the Stabilization fund to 

augment the debt service in the first 10 years. This was the reason we asked Town Meeting to continue 

to put sizable amounts of excess cash in the account. This project was anticipated 10 years ago and we 

have been preparing for it with this fund. 

 

Next was to create an income and expense statement combining our projection above 

to see if it is possible to cover the respective budgets without the use of stabilization. The answer 

as depicted in the following exhibits is no. In the next five years, if all are bonded and budgets remain 

 as forecasted, then the use of the Town's $12 million stabilization fund is required. The purpose of 

addressing this project in this manner was to see if the Town could continue with the same practices it  

has become accustomed to over the last decade. That is to fund the operating budget, to 

fund stabilization with a minimum of $500k per year and to offset the tax rate as much as possible while 

setting aside at least $1,000,000 per year for capital outside of Article 4. Again these goals cannot be 

achieved in the first 10 years without the use of stabilization, as has been always planned. (Exhibit 4) 

 

Finally we were faced the task of recommending how we should use the stabilization fund 

without drawing it down to an unhealthy level as it affects bond ratings. In order to accomplish this we 

ran an additional simulation taking into account existing debt on our books today, the school coming on 

in FY16, and new capital debt as described above. For purposes of this simulation we excluded any 

Sewer and Geriatric debt as they are paid by the respective entities dollar for dollar therefore not 

impacting the Towns ability to borrow. As displayed in the following exhibit (5) we used a debt limit of 

$3.5 million using stabilization to cover any debt beyond the $3.5 million limit. Simultaneously, we are 

incorporating the $500,000 per year stabilization contribution with an imputed interest income rate of 

return at 2.5%. As you can see, this draws down stabilization in the first 10 years yet starts to turn 

things around and rebuilds the fund in the next ten year. The point of this simulation was to show the 

impact of the stabilization fund by only increasing the debt limit by $500,000. (Exhibit 5) 

 



In conclusion, when addressing the question of whether Milford can afford the proposed new 

Woodland school the answer is yes if the Town follows this recommended financial strategy. Based on 

both approaches we took in assessing how this debt obligation could be satisfied, we recommend a 

hybrid approach. Each year should be closely monitored and analyzed to meet future obligations 

dependent upon the Town's actual needs and objectives in each respective year. We minimally 

recommend increasing the debt limit to $3.5 million and using stabilization for any excess in the first 

payment year of the project. We further recommend that this limit be exceeded at times when the 

situation is favorable. This would keep the drawdown of stabilization minimal while still remaining 

consistent with the budgetary objective of funding stabilization $500,000 per year, setting aside, 

$1,000,000 per year for additional capital needs outside the operating budget, and offsetting the tax 

rate if possible. 

 

  



 



 



  



 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 



 

 

 

 

 

 


