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Meeting Minutes

Debt Affordability Committee
November 14, 2018
3:00 pm
Executive Office for Administration and Finance

State House, Room 373

A meeting of the Debt Affordability Committee was held on Wednesday, November 14, 2018 in the Executive Office for Administration and Finance, State House, Room 373, Boston, Massachusetts, pursuant to notice duly given.  

Meeting was called to order at 3:05 pm.

Board members comprising a physical quorum:
Bill McNamara, Executive Office for Administration & Finance
Sue Perez, Office of the Treasurer and Receiver-General

Michelle Ho, Massachusetts Department of Transportation

Catherine Walsh, Governor’s Appointee, Northeastern University

Michael Butler, Treasurer’s Appointee

Others in attendance:
Maya Jonas-Silver, Executive Office for Administration & Finance

Aaron Carty, Senate Committee on Ways & Means

Chris Marino, Senate Committee on Ways & Means

Abby Kim, Senate Committee on Ways & Means

Evan Ross, House Committee on Ways & Means

Mary Guay, House Committee on Ways & Means

Andrew Strumfels, House Committee on Bonding, Capital Expenditures and State Assets

Frank Gervasio, Executive Office for Administration & Finance

Crystal Pu, Intern, Executive Office for Administration & Finance

Minutes:

Note: The slide deck referenced in the minutes will also be made available and should be reviewed as well. 

Bill McNamara called the meeting to order, and reviewed the value of the Debt Affordability Committee’s process. 

The committee then began its review of the presentation prepared by the Executive Office for Administration & Finance (A&F). The committee noted the following:

· In terms of population, Massachusetts has experience growth, but lesser growth than the rest of the country. 

· In terms of personal income, Massachusetts has experienced some growth. Ms. Perez noted that since the financial recession, Massachusetts has experienced above average income growth. 

· In terms of per capita personal income, Massachusetts’ growth has outpaced the country’s as a whole

· In terms of the state’s gross domestic product, Massachusetts has experienced growth similar to the country as a whole. 

· In terms of per capita gross domestic product, Massachusetts has fared better than most of the country
The committee then reviewed prior year revenue trends presented in the slide deck. Mr. Butler inquired about the meaning of “S&J” in the slides. Mr. McNamara clarified that it meant “settlements and judgments”. 

Mr. McNamara then provided detail regarding the issuance assumptions made in the model shown in the slides. He noted that this was a “work in process”, and that one of the most important changes to take into consideration would be an increase in interest rates. As of now, a conservative/pessimistic view would be that rates would rise by 40 basis points. Last year, the model used an increase of 10 basis points. Mr. McNamara noted that as of now, the primary source for using this forecast was Moody’s data on municipal debt that would mature through 2026. He noted that he would be seeking additional sources to potentially incorporate into the model. 
In terms of the benchmark used in the model, Ms. Ho stated that 8% was a good measure to use. Ms. Jonas-Silver again reiterated that the model’s current interest rate projections were pessimistic. The committee then reviewed the results changing interest rate assumptions had on the model. During this analysis, Ms. Jonas-Silver noted that she was still working through how to model short term debt into the model properly. She also noted that inflationary changes could also be used to explore different projections in the model, and provided a brief breakdown of debt by term in response to questions by Mr. Butler. 
Mr. McNamara noted that while some mechanical changes were to be made to the model and more data is to be collected, the overall assumption is that interest rates will go up. 

The committee then reviewed slides that covered the “stress-test’ portion of the presentation. The committee walked through different scenarios on the slide, which showed various interest rate and revenue growth assumptions, compared against debt service costs totaling 7% or 7% of total revenues.

Mr. McNamara then stated prior to the committee’s next meeting, the plan was to make structural adjustments to the model, as discussed, compile additional data regarding interest rate forecasts, and build out additional sensitivities to the current model. The committee looked forward to reviewing the adjusted model. 
On a motion made by Ms. Ho and seconded by Ms. Perez, the committee adjourned at 3:59pm. 
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