Town Of Durham
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Incorporated 1789 207-353-2561

(fax) 207-353-5367

Town of Durham Capital Improvement Policy

Purpose:

The purpose of this Capital Improvement Policy is to establish a fiscally responsible approach to
funding the acquisition and replacement of capital equipment. This policy ensures that funds
are set aside over the life cycle of equipment to prevent budgetary spikes, avoid unnecessary
borrowing costs, and maintain financial stability for the town.

Life Cycle Funding Approach:

This policy recognizes that capital equipment has a finite useful life and that replacement costs
should be planned and funded over time. By assessing the expected life cycle of each piece of
equipment, the town will allocate and reserve funds annually to cover future replacement
costs. This proactive approach eliminates the need for sudden, large expenditures that could
result in significant property tax increases.

Avoidance of Debt and Interest Payments:

By saving funds incrementally over time, the town avoids the need to borrow or lease
equipment, thereby preventing unnecessary interest payments and financial strain. This
strategy ensures that capital needs are met in a cost-effective manner without placing undue
burdens on taxpayers.

Fiscal Responsibility and Purchasing Flexibility:

This policy allows the town to purchase equipment when it is needed rather than being
restricted to an annual town meeting approval process. By maintaining a well-funded capital
reserve, the town can respond to urgent needs and take advantage of favorable purchasing
conditions, ultimately leading to better financial management and cost savings.

Annual Process:

Each January, Department Heads will update their equipment schedules and projected
replacement costs. This information will be submitted to the Town Manager to analyze the data
and calculate the amount of reserve funds that should be set aside. Reserve amounts will be
calculated based on the cost of equipment replacement over its useful life. The calculated
amount will serve as the basis for the annual budget. The Town Manager will have the authority
to decrease this amount, subject to approval by the Select Board.
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To promote transparency, the Town Manager will provide a summary report of the updated
equipment schedules, reserve funding needs, and proposed budget allocations. This report will
be shared with both the Select Board and the residents so that the community remains
informed about how capital reserve funds are being managed. In addition, the report will be
published on the town’s official website to ensure public access and accountability.

Approval Process and Oversight:

All capital reserve expenditures will be presented to elected officials for approval, as required
by Maine Statute. As the trustees of the capital reserve accounts, elected officials will ensure
that all funding allocations align with the town’s long-term financial plans and community
needs. This oversight ensures transparency, accountability, and adherence to sound fiscal
practices.

Conclusion:

This Capital Improvement Policy provides a structured, responsible approach to managing the
town’s capital assets. By saving funds aver the life cycle of equipment, the town minimizes
financial risk, reduces tax fluctuations, avoids interest costs, and maintains purchasing
flexibility. This strategy ensures that the town remains financially stable while continuing to
meet its capital needs efficiently and effectively.
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