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Introduction

The proposed Capital Improvement Program for fiscal years 2009-2014 is hereby submutted. The Capital Improvement Program Summary
by Fiscal Year includes both town government and Board of Education capital projects. For details regarding the Board of Education portion
of the CIP, please refer to the document entitled “Windsor Board of Education: Long-Term Capital Plan 2009-2014.”

The Capital Improvement Program

The capital improvement program (CIP) is a multi-year plan used to coordinate the financing and timing of major public improvements for
the Town of Windsor. It contains a comprehensive list of capital projects for the town within the next six years and reflects the
recommendations of citizens, boards, commissions and town staff from throughout the organization. For each project, the CIP presents a
summary description, estimate of cost, method of financing and a schedule of implementation. The capital improvement program constitutes
a rational plan for preserving and adding to the capital assets of the town.

Capital Assets and Capital Proiects

A capital asset is a new or rehabilitated physical asset that has a useful life of more than five years and is of significant value. Capital
projects are undertaken to acquire or extend the useful life of capital assets. As one-time projects, they are differentiated from ordinary
repairs or maintenance of a recurring nature. Examples of capital projects include land acquisitions, the construction of or major
improvements to public buildings and roads, and the acquisition of large equipment such as fire trucks. Equipment purchases, however, are
not typically considered capital projects unless they are for new facilities or major investments that cost more than $100,000. The Board of
Education uses a threshold of one tenth of 1% of the tax levy in order for a project to qualify as a capital project.
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The Need for a CIP

Capital improvements spur private investment. There are numerous examples of this effect in Windsor. The CIP also helps the conumunity
maintain a viable economic base and provide amenities that contribute to the overall well-being of the citizenry. The CIP provides a means
for both coordinating and prioritizing the capital project requests of various departments and agencies. The process of building the CIP
requires careful consideration of proposed projects in a more comprehensive context than if projects were to be submitted and evaluated on
an ad-hoc basis. In addition to mitigating wasteful overlap, duplication and delay, the prioritization process ensures that the most important
and urgent projects are completed first. The information the CIP provides regarding the short- and long-term financial impacts of
undertaking capital projects enables policy makers to balance town priorities with its financial capacity to pay for desired projects.

Financing Capital Projects

The town has several options for financing capital projects. The single largest source of financing for capital projects is borrowing through
the issuance of general obligation bonds. Larger projects involving assets with long useful lives are typically financed in this manner. This
eliminates the need to temporarily raise taxes every time a large capital asset is acquired or modified. In addition, debt allows current and
future beneficiaries to share the cost of long-term capital improvements such as new fire stations, schools or roads. Those who enjoy the
year-by-year benefit of the improvement make the tax payments that match the stream of benefits received. All borrowing is done in
accordance with the Town Charter.

The town generally seeks to limit bonding to no more than $10 million per calendar year. According to IRS rules, by limiting bonding to
$10 million or less per year, banks that hold the bonds enjoy income tax breaks. This benefit translates to a higher effective yield on the
bonds. Under these circumstances, the town borrows at a lower actual interest rate on the bonds while still offering the same effective
interest rate as municipalities that bond in excess of $10 million in a year.

Some projects, or portions of large projects, may be financed on a pay-as-you-go basis through the General Fund operating budget. Small-
scale projects and design phases for larger projects are likely candidates for financing through the annual operating budget. Other financing
sources for Windsor’s capital projects include state and federal grants, appropriations from the General Fund Balance, appropriations from
other town funds, and private sources.

Financial Benefits of Capital Planning

When a town seeks to borrow funds, investors and bond rating agencies place a substantial emphasis on capital planning. An organization
that goes through a capital planning process is less likely to undertake a series of projects that is beyond its financial capacity. By
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anticipating capital projects and mapping out a means for financing them, the town is providing assurance to investors that it will be able to
pay back its debt. This assurance is reflected in Windsor’s current bond ratings of Aa2 by Moody’s Investor Service and AA by Standard
and Poor’s Corporation. These favorable ratings place Windsor in the top 10% of municipalities in the nation. The resulting lower interest
rates on Windsor bonds translate into tangible dollar savings in debt service payments. As previously mentioned, the CIP process also
prevents wasteful overlap, duplication and delay that could occur if the wrong project were undertaken at the wrong time, while deferring
more urgent projects.

Development of the CIP

The CIP process begins in earnest in mid-summer when a CIP Task Team of town staff convenes and a request for suggested projects is
transmitted to boards and commissions and town departments. The CIP Task Team then prioritizes projects based on pre-determined critetia
including health and safety factors, legal obligations, fiscal impact, environmental impact, community and economic effects and aesthetic
and social effects. Projects are also examined in terms of their relationship to other projects, The Town of Windsor's Plan of Conservation
and Development and their compatibility with town goals and objectives. The prioritization of projects first occurs at the task team level,
then again during the Town Council review and public comment. Listed below is an outline of the steps that are suggested for preparing the
Capital Improvements Program.

August Letter distributed to town staff and Boards & Commissions inviting suggestions for capital projects.

September  Detailed project descriptions submitted. Staff CIP Task team prioritizes projects based on project criteria.

October Town Manager compiles projects and conducts financial analysis.

December Town Manager submits draft 6-year CIP to Town Council, Town Improvements Committee, Public Building
Commission and Capital Improvements Committee for review. Capital Improvements Committee advises Town
Manager on CIP years 2 through 6. Town Improvements Committee reviews revised CIP and recommends changes
to Town Manager.

January Town Manager submits final draft of CIP to Town Planning and Zoning Commission for review pursuant to Section

8-24 of the Connecticut General Statutes. Town Manager delivers CIP to Town Council. Year one of the CIP is
incorporated into the annual operating budget.
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The Dvnamic Nature of the CIP

The CIP encompasses a six-year period, scheduling the most important, urgent projects in the earliest years. Once the CIP is finalized, Year
One of the plan is used as a basis for both the capital projects portion of the annual operating budget and for any planned bond sales during
the fiscal year. Once funding has been authorized, either through adoption of the annual budget or through a bond ordinance, the projects
can begin and are removed from the subsequent CIP.

By and large, each of the remaining projects (which are still unfunded) will move up by one year i the plan. However, because
circumstances can change, financial constraints or opportunities can emerge, and priorities can shift, the schedule for unfunded projects
needs to be revised each year. Projects may be moved up, moved back, or even eliminated from the plan. This is especially true for projects
in the final years of the plan.

This constant review ensures that the CIP maintains its flexibility and can be adjusted to align with a changing environment while still
providing community leaders and town officials with a clear view of what lies ahead.

Statistics and Financial Information

Inr addition to prioritizing proposed capital projects by assessing their respective importance and urgency, the process of preparing the CIP
also demands that these projects be evaluated within the town’s overall demographic and financial context. Demographic factors provide
insight into future demands on the town’s infrastructure while financial indicators illustrate the town’s capacity to finance desired projects.

While some trends will provide an indication as to what kinds of projects should be undertaken, others may reveal a need for more detailed
information. Therefore, the CIP may, at times, include projects that involve information gathering and assessment on such things as the
condition of town buildings and roads and traffic patterns. These analyses are necessary for a responsible balance between seemingly
unlimited wants and needs with limited resources. The remainder of this section is devoted to analyzing trends in Windsor’s population,
financial standing and debt service.

Demographics and Development

Windsor’s demographics continue to evolve as the town matures. Below is census data that compares 1970 to 2005 population changes.
Additionally, the 2004 Windsor Plan of Conservation and Development explores in greater detail the trends that are discussed below. The
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plan is available for review at the Town Clerk’s Office, the Planning Department, or online at the town’s web site  at
hitp:/fwww.townofwindsorct.com/Planning/04Plano fConservationandDevelopment.pdf.

Population

Changes in the population affect the demand on the town’s Windsor's Population
infrastructure. Population data can offer insight in determining capital 1970-2005
needs and where preservation or expansion of the town’s physical and

capital assets is necessary. Following a period of constant population 30,000

growth through the 1960s, 1970s and 1980s, Windsor’s population 28,000

leveled off and then actually declined during the 1990s. The most %?{888
recent census data indicates this trend has been reversed and 22’000

Windsor’s population is now on the rise. Overall, Windsor’s 20,000
population is estimated to have grown 3.4% from 1995 to 2005. A

2006 estimate places Windsor’s population just under 29,000, 1970 1975 1980 1985 1990 1995 2000 2003

Further analysis of the age distribution of Windsor’s population reveals that the town is at the same time younger and older than it was in
1990. The school-aged population (5-17 yrs.) grew by more than 600 individuals during this period. The number of individuals in what
could be considered the early years of their career (18 — 39 yrs.) fell by more than 2,300, while the age groups representing the mid-career
and near retirement (40 - 59 yrs.) swelled by 2,100. Similarly, the age group representing what could be considered the early years of
retirement (60-69 yrs.) fell by 358. Meanwhile, the 70 years plus age groups grew by 469.

Population by Census Age Category

0-4yrs. 5-17yrs. 18-29vyrs. 30-39vyrs. 40-49yrs. 50-59 yrs. 60-69 yrs. 70-79 yrs. 80+ yrs. Total
1990 1,841 4,598 4,544 5,009 4,086 2,589 2,464 1,676 1,010 27,817
2000 1,692 - 5,263 2,997 4,248 4,955 3,821 2,106 1,859 1,296 28,237

~ .
Chan‘; -8.1% 14.5% -34.0% -15.2% 21.3% 47.6% -14.5% 10.9% 28.3% 1.5%

Town of Windsor, Connecticut

v



Capital Improvement Program

Housing

New single-family housing permit applications remain fairly robust. This year, we received 86 new single-family housing permuit
applications, 10 more than the average number of permits the town has issued in each year since 2000.

Permit Applications for New Single Family Homes

FY 2000  FY 2001 FY 2002  FY 2003 FY 2004  EY 2005 FY 2006  FY 2007
93 47 47 83 40 83 132 86

Source: Town records

Development

While the resident population in Windsor has remained generally flat over the last ten years or so, continuous development of Windsor’s
corporate and industrial sectors has added to the day-time population and traffic. A substantial amount of developable land is still available
in Windsor. As of January 2008, approximately 1,500 acres of commercially and industrially zoned land and approximately 1,600 acres of
residentially zoned land are currently undeveloped. As part of the town’s 2004 Plan of Conservation and Development, it was projected that
upwards of 19.3 million square feet of non-residential development was possible, or more than three times the floor area to date. More than
2.5 million square of that commercial/industrial floor area has broken ground since 2004 alone, with hundreds of thousands more square feet
approved. Continued development in these areas and the resulting traffic will influence the selection of future capital projects.
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Revenues

Historically, tax revenues have provided approximately 75% of the General Fund operating budget revenues each fiscal year with the
remaining 25% derived from local revenues and fees, state and federal aid, and interest on investments. The town’s reliance on property tax
revenues has been higher in the last couple of years. In the FY 2007 budget, 79% or nearly $68.0 million of the town’s total budget will be
supported by property tax.

FY 2008 General Fund Budgeted Revenues FY 2008 Revenues Total
ota
State & Local Fiscal Year Taxes % of Total  Revenues
Federal Aid Revenues & 1999 $44,638,469 6% $58,589,597
14.8% o Fees 2000 $46723633 W% $60.903,185

3.8% 2001 349,514,476 76% 564,991 518

2002 $54072438 6% $70,767361
2003 §58684319 7% $74,339,384
P"Oggfézfax 2004 362484349  80%  $78,538506

o 2005 $65,305,954 9% $82,233,761
2006 $66517496  80% $84,854,520
2007 $67992202 9% $86,064,550
2008 $0920742 1% $90,255,615

Sources: Actual budgetary basis audited figures for
1998-2006; budgeted figure for 2007 and 2008.

Interest on
Investments
2.4%
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As the source of approximately 80% of General Fund revenues each year, the Grand List of all taxable property in Windsor is an important
indicator of Windsor’s financial health. The most recent revaluation occurred in October 2003 and resulted in a significant shift in tax
burden from commercial property to residential property. This was due to the volatile real estate market in Connecticut in which the values
of residential real estate increased at a greater rate than non-residential property since our previous revaluation in 1999. Property sales data
indicate that real estate values bottomed out several years ago and are now trending upwards at a consistent pace. The recovery of real estate
values along with the expected continuation of quality commercial development in targeted areas point to a favorable outlook for the
Windsor tax base in coming years. The next revaluation will occur in October 2009 for implementation in Fiscal Year 2010.

Grand List Changes FY 1998-2007

Fiscal Net Taxable Percent
Year Grand List Grand List ' Dollar Change Change
1998 10/1/1996  $1,975,937,790 $4,896,770 0.25%
1999 10/1/1997  $2,001,343,600 $25,405,810 1.29%
2000 10/1/1998  $2,044,330,830 $42,987,230 2.15%
2001 10/1/1999  $1,655,729,530  -$388,601,300 -19.01%
2002 10/1/2000  $1,712,680,000 $56,950,470 3.44%
2003 10/1/2001  $1,768,511,335 $55,831,335 3.26%
2004 10/1/2002  $1,836,550,760  $68,039,425 3.85%
2005 10/1/2003  $2,243,767,090  $407,216,330  , 22.17%
2006 10/1/2004  $2,284,745,107 $40,978,017 1.83%
2007 10/1/2005  $2,302,560,156 $17,815,049 0.78%

Source: Town Assessor
!'Net Taxable Grand List is based on a 70% assessiment ratio
2RY 2005 Grand List reflects revaluation as of October 2003.

Taken alone, the Grand List provides a limited picture of
the town’s capacity to provide services. Looking at the
Grand List in terms of the overall demand for services
offers additional insight into the level of resources
available for maintaining services. The number of
households in a community is one indicator of the demand
for municipal services. Therefore, assessed value per
household can be used to track whether or not available
resources are growing at the same pace as the demand for
services.
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Expenditures

Budgeted expenditures for FY 2008 are $80,255,550. Actual expenditures over the prior ten-year period that is depicted in the table below
have increased at an average annual rate of approximately 5%.

FY 2008 General Fund Budgeted Expenditures Expenditures
Debt Fiscal Change From
Services & Year Expenditure  Previous Year

1999 $57240001 3.02%
2000 $61,410243 7.29%
2000 $64,698725 535%
2000 $69393012 7.26%
Town ” Board of 2003 $74306826 7.08%
Govermment Education 2004 $77,839,697 4.75%
30% 63% 2005 $80,247,801 3.09%

- 2006 $82,725.763 3.09%

2007 $86064,550 4.04%
2008 §90,255615 4.87%

Sources: Actual budgetary basis audited
figures for 1999 to 2006, budgeted
figure for 2007 and 2008
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Fund Balance

The fund balance, or reserves, refers to the cumulative difference between revenues and expenditures over time. The town’s fund balance
changes each year, increasing when the town achieves a budget surplus, or decreasing when the town experiences a budget deficit (though a
deficit has not occurred in Windsor in over 3 decades). Fund balance also changes when Town Council authorizes additional appropriations
outside of the budget process. Not all of a town’s fund balance may be available for appropriation. Usually, a significant percentage of the
fund balance is encumbered or reserved for future obligations. The remainder, referred to as the unreserved, undesignated fund balance is
available for appropriation.

Fund balance is significant for a number of reasons. It is a measure of the town’s ability to withstand financial emergencies or to undertake
unforeseen, but necessary, projects. Ratings agencies place special emphasis on fund balance when assigning bond ratings to municipalities
and view adequate fund balance as an indication of sound financial management.

These agencies generally recommend municipalities maintain fund balances between 5% and 15% of operating revenues. Windsor’s fund
balance has achieved this recommended goal for many years and the town also has a more vigorous fund reserve goal. Windsor’s adopted
Fund Balance Policy is to maintain an unreserved, undesignated fund balance between 8% and 11% of budgeted operating expenditures.

At the close of FY 2007, Windsor’'s unaudited
Fund Balance as a Percentage of Operating Expenditures general fund unreserved, undesignated balance

was $12.2 million, or 14.2% of operating

0
15.0% expenditures. As of December 2007, the
undesignated, unreserved fund balance was
12.0% 13.0% of operating expenditures, following Town
Council appropriations from the fund balance.
9.0%
6.0% R 7 | T L T T i:J.. Al.; T T

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

—+— Unreserved Undesignated Fund Balance as % of Operating Expenditures
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