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	                      MEETING MINUTES 

TOWN OF SAUGUS 

Pursuant to MGL Chapter 30A, § 18-25

All meeting notices and agenda must be filed and time stamped with the Town Clerk’s Office and posted at least 48 hours prior to the meeting (excluding Saturdays, Sundays and Holidays)
	

	
	

	Committee/Board/s
	 Finance Committee Subcommittee /Steady State Analysis

	
	

	Day, Date, and Time
	Wednesday October 26th, 2016 6:30PM

	
	

	Location / Address
	 Town Hall 1st Floor Conference Room

	
	

	Signature of Chair or Authorized Person 
	Theresa Peznola                                                                                                       

	WARNING:
	IF THERE IS NO QUORUM OF MEMBERS PRESENT, OR IF MEETING POSTING IS NOT IN COMPLIANCE WITH THE OML STATUTE, NO MEETING MAY BE HELD!


Agenda
Steady State Analysis

Processing and presentation

Task: Forecast three (3) years based on five 5 years of historical data assuming no major events (business as usual).

A.  Collect Data -     Dump five years of historical data into an Access Database.

We need…….

Chart of Accounts- list of object account numbers with titles/list of location account numbers with titles. We need these electronically (Excel if possible we can work a text or Pdf if necessary).

Historical raw data. – list of $$ by object and location accounts. 4 years would be good/ five years better. Think budget book but the data not the spreadsheet.

B. Profile Data -      Slice and dice data to find historical trends. 

Group accounts and location accounts to find compounded run rates.




Find a revenue pattern in the historical data.
C. Known key events – Find known events that may have influenced historical data.

                                                 Find known future key events. (Contracts signed, etc.) 
D.  Based on the historical profile and known events. -  Run first pass on out years; three years into the future.                                              






           Determine risk (sensitivity analysis) 

E. Present (3) three scenario’s as ….mostly likely/minimum (pessimistic)/maximum(optimistic)  
Meeting Minutes

Mr. Jepson nominates Mr. Rossi as Chairman of the subcommittee Mr. Perella seconds, and motion passes.
Mr. Jepson nominates Mr. Perella as Vice Chairman of the subcommittee. Mr. Rossi seconds and motion passes.
Mr. Rossi says first order of business is from each member.
Ask yourself what you want the final product to look like and what are you trying to get at. What questions will the final product answer?
Mr. Jepson says his is sustainability – Mr. Rossi follows up with then the question becomes over what period of time? The longer you go out, the higher the margin of error. Mr. Perella agrees, says 3, 5 and then a longer range from 7-10 years. The bond is coming up for the school in the spring. The building could be online within 7 years…so we may need to look at least 3 years beyond that.

Mr. Rossi agrees with taking it out that far, but we have to feel comfortable with the 3 years and what we are looking at. Take the methodology and run it out 3 years…so the first pass does not need to be 7 years out there.

Mr. Perella says we are going to look at all the different cost centers, correct?

Mr. Rossi confirms and asks what does steady state mean to you? Mr. Perella says it means whatever is coming in is going out.

A balanced budget is steady state.

Mr. Jepson said it is the present operating budget if no changes were made, with cost of living adjustments, what would those present day operations cost if nothing else changes. 

Mr. Rossi says he is more in line with Mr. Jepson in his thinking. If nothing changed, and we continued operating the way we are operating, what is the outcome? If it doesn’t balance, something has to be done. Or things are better than we thought, and maybe we can save or spend money on infrastructure. 

Last time he did this it was the beginning of a 5 year plan, what if we did nothing but keep running the business. It became a jump off point to what do we have to change to make it different when we don’t like what we see. 

Mr. Perella says you are going to look at education, health care costs and labor. Those are the big 3 drivers.

Mr. Jepson asks at what level of presentation we want to provide to the audience that is going to see this. Mr. Rossi says we build it with the vision of what you want the end product to look like. Idea is maximum feasibility to run scenarios off the base. It’s a process by which you end up with the end product being 2 documents, 1 is by activity at some level, summarized any way you want, and second document is an object account look at the world. Ones looking at accountability and one is looking at account.

How much is oil and lube going up every year and is THAT steady?

Two different ways of reporting it, but need both, because the object account proves that the spending makes sense. It’s the way that I make the activity report valid.
If I only have one report it tells me nothing. The way we build it, the process we use allows us to do this if we do it systematically, the end result shouldn’t be a problem.

Mr. Rossi says we take historical data and take at its most basic level, account schemes, titles, and blow that data into a data base and you tag it by year. Once you have the data in the database, then you can look at historical run rates; this grouping of accounts is historically running at a compounded rate of 8% or whatever it is.
Mr. Perella asks how many years back are we going? Mr. Rossi says he loves data. 
Mr. Jepson is concerned that some of that historical data may not be accurate. Mr. Perella says we could go back 5 years then, where is the baseline or is it whatever they can provide us.

Mr. Rossi says you are going to generate the first pass by account by year, compounded growth rates, Then you’re going to look at those growth rates by account and see if these ones are growing at 5%, and group those together. Mr. Perella asks if we are going to look at every account, or just the big ones.
Mr. Rossi says I am going to look at them all and tag them as group 1 is a 5% growth rate. We tier them into growth rates. Now we have groupings of accounts that we can apply a growth rate going out.

Then we go in and add some intelligence that the computer can’t add to the information. First pass is just a computer generated data.

Then we add intelligence to that and say where are we contract wise, or health insurance, do these make sense and do we want to make those groupings different and why? We add our own intelligence based on what we know, and getting some questions answered, we put that into the data in such a way so that we are going to tag our human intelligence so we do not get entangled with the computer data, we keep notes and do it in a way that allows you to demonstrate likely scenarios based on history and what you told us.

Then you get to the committee and do a presentation.

Mr. Rossi says we will apply 2.5+ growth…2/3rs of this is 2.5. I talk about the revenue because that’s the easiest part. Will the revenue cover the expenditures we are predicting?
Mr. Rossi says we have to send a request to Ms. Hatch through the Town Manager, to get the data. He wants the data not the spreadsheets. 
How many years back do we want the data? Mr. Perella says 5 years should be enough. Mr. Rossi says if we go back to far then there is a cost of money calculation,

Let’s go back to 2010 and ask for 6 years of data. Mr. Rossi agrees because he does not want to have any major event skewing the data that he would have to mitigate.

 Ask for raw data from 2010, by account and activity code, and possible a chart of accounts that can be matched up with names.
Terri can get chart of accounts.
Mr. Perella will write a letter and Terri will put on letterhead and send.
Meeting adjourned. 

3

