 Capital Debt Affordability Committee Meeting
September 17, 2015, 2:00 PM
State House
Room 373

Minutes

A meeting of the Capital Debt Affordability Committee was held on Thursday, September 17, 2015 in Room 373, State House, Boston, Massachusetts, pursuant to notice duly given and posted.  

Meeting was called to order at 2:05 pm.

Committee members present were:  Chairman Jennifer Sullivan, Katherine Fichter, designee of Secretary Pollack, Sue Perez, designee of Treasurer Goldberg, Howard Merkowitz, designee of Comptroller Shack.    

Introduction of Debt Affordability Committee (DAC)
Jennifer Sullivan explained the purpose and establishing statute of the debt affordability committee. Ms. Sullivan reminded the committee that the recommendation is due on December 15, 2015. 

Drew Smith (TRE) explained the importance of the debt affordability policy and its relationship with the Commonwealth’s ability to manage debt and borrow at favorable rates from the market. 

Ms. Sullivan described the statute’s charge to the committee and the factors it is required to consider when recommending the prudent level of debt. Ms. Sullivan summarized the funding sources of the state capital plan and how the bond cap fits into the state’s capital spending. Presented 10-year history of the published bond cap and emphasized the importance of consistency and predictability for capital spending and credit. 

Ms. Sullivan summarized the 2013 and 2014 committees’ recommendations. 

Proposed Work Plan
Ms. Sullivan presented proposed work-plan for 2015 DAC, encompassing 3 meetings. 

Presentation of Debt Affordability Model

Ms. Sullivan presented a 10-year model of debt service against budgeted revenues, with capital spending based on the current FY16-FY20 capital plan. Ms. Sullivan explained 8% of budgeted revenue test and which debt service items apply to it. Model as presented largely follows work of previous years’ committees.

Ms. Sullivan presented model of how projected capital spending and debt service related to the “discretionary budget”, which is budgeted revenues after removing debt service, pensions, Education and Local Aid, and projected Medicaid spending. Ms. Sullivan emphasized other budgetary obligations need to be taken into account when setting capital budget. 

Ms. Sullivan presented the central assumptions used in developing the affordability analysis for capital budget, and noted that inputs to the analysis can be changed to model different scenarios.

Ms. Sullivan presented the current direct debt load of the Commonwealth and its relationship to statutory debt limit. Current debt load of Commonwealth component units and statewide authorities also presented. 

Committee Discussion and Next Steps
Ms. Sullivan described next meeting, and suggested it focus on debt affordability analysis and the validity of the working assumptions. 

Mr. Merkowitz asked about the form of the recommendation and whether it should include report. Ms. Sullivan said the form would be taken under advisement. Noted that modeling and affordability tests would build incrementally on prior years’ work of DAC, and did not envision need to rebuild analysis from scratch. 

Mr. Smith discussed prior years’ analysis, and utility of looking at comparative ratios with other states. 

Mr. Arthur Kimball-Stanley noted importance of looking at projections for other operating budget items.
 
I. Next Steps
	
Chairman Sullivan determined that there was no further business to come before the Committee.  The meeting was adjourned at 3:10 p.m.
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Secretary
