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On November 26" the Board will hold its eleventh annual financial workshop. While the format
of the workshops, the nature and appearancc of prepared materials and the pressing topics of
discussion have changed over the years, the onc constant has been the consistent and deliberated
policy direction given to me by the Board resulting from these meetings. This policy direction is
characterized by the steady conservative management that the Town has cnjoyed for so many
years resulting in high levels of service at a very affordable tax rate when compared with
surrounding communities.

In preparing the materials for this year’s workshop, I noted that next spring we will together
conclude our tenth fiscal year with my first budget being Fiscal Year 1999. Accordingly, ! feel it
appropriate to look back over the challenges that we addressed over the past ten years prior to
looking forward to the challenges of the subsequent fiscal ycar and beyond.

In the Fall of 1997, the Board was gearing up for the Fiscal Year 1999 budget. It was a time of
great transition with the retirement of Mr. Carney and pending retirements of Mr. Holland and
Chief McGinley. The Town was aware of the critical nced to address school facility issues as
enrollment was already cxceeding available seats and the school community was anxiously
awaiting the opening of the Floral Street School (FY 2008 avcrage cost to residential taxpayer is
$8.33).

The Lamourcux Pagano Architects (LPA) K-12 Study was dehvered in October of 1997, days
after my arrival which indicated the nced for the community to prepare for a 6,000 student
school system. The report projected a K-12 enrollment in 2005 of 5,853 students. This took
many by surprise since enrollment on October 1, 1997 was only 3,964 with an additional caveat
at the time of 76 students in a Pre-K program that few noticed and understood. The intriguing
aspect of this projection was that the Town was projecting a need for seats for children not yet
bormn which was extremely risky but necessary. The actual 2005 cnrollment came in at 5,688



(44% over 1997) off by 165 students but the enrollment number that really exploded during this
period was Pre-K at 188 Students an increase from 1997 of 247% (112 students). The increase in
enrollment was not the only change experienced by the School Department. During these past
ten years we have seen the nature of education change greatly to meet regulatory and market
demands as well as to address a rapid increase in the number and nature of children with special
needs.

The LPA report resulted in quick action being taken by all concerned with additional seats added
to the system via the construction of a new high school. a newly renovated second middle school,
a doublc cxpansion/renovation at the former North Shore School (Parker Road) and modular
units added to Paton and Spring Street Schools. At the same time accessibility issues were
resolved at the Beal, Paton and Spring Street facilitics in addition to numerous upgrades,
renovations, reconfigurations and other major maintenance and upkeep projects at the various
schools to keep them in first class condition. The Town’s expansion of classroom seating was
halted in its tracks when the SBAB program was abruptly shut down with Sherwood Middle
School in linc for much needed attention.

Along the way, the Town was able to construct a new purpose built sentor center, a new Fire
Headquarters, a new Firc Station #3, renovate the Harrington Avenue Fire Station #2 and
undertake an aggressive expansion and renovation of the public parks, cemetery and open space
holdings of the Community. Included in this expansion of public lands, was the purchase of
nearly $5.000,000 in property with several of the properties being prime real estate that will
provided to the community great utility over the years. Finally, the Town acquired one of the
remaining unencumbered high valued non residentially zoned parccls in the community when it
acquired a portion of the former Allen Farm.

Few communities can showcase a school, public facilities and public property inventory
comparable to the Town of Shrewsbury.

An example of the Town’s hallmark steady conservative management and stewardship was
showcased in creating and maintaining reserve accounts during this period as the instance of the
Bond Interest Reserve Account and Coal Ash Reserve Account demonstrate. In both instances
the Board proposed and Town Mecting supported the creation of these accounts. The Board, with
the support of Town Meeting, further delivered on its promise to ensure all revenue created by
the High School and Middle School Projects would inure to the benefit of the taxpayers that
authorize these exempted projects in the use bond premiums and procceds for the sale of 51
Holden Street. It is our understanding that the Town of Shrewsbury was the first community to
make use of bond premiums in this fashion and hastened the current DOR policy in this regard.

The Town’s highway and storm drainage infrastructure remains in good shape with good tevels
of mvestment resulting {from very strong State support. In 1997, there were three very troubled
intersections in this community that were very much a topic of great discussion and debate. By
the end of next year, all three of these intersections will have been totally rebuilt along with
associated streetscape improvements. The Town’s long term investment in a robust and
extremely competent Engineering Department continues to pay dividends each and every year
where Shrewsbury enjoys the strongest reputation among public works and public infrastructure
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agencies as the department to get things done on time and on budget. Our ability to deliver
projects resulted in Shrewsbury advancing quickly through the TIP planning process as
demonstrated by the Town Center, Lakeway and Graflon Street Projects and the recent
successful earmarks for the Jordon Pond and Lake Street Park improvements.

The one area of public works infrastructure that the Town has failed is in the investment of the
cxpansion and maintenance of sidewalks. Recently, Mr. Knipe identified $1.7 Million in unmet
sidewalk reconstruction, resurfacing and new construction. Without a strong funding
commitment, our sidewalks program will continue to lag.

In keeping with the continued trend of our State and Federal governments, cven the management
of stormwater has come into our regulatory environment with the advent of the new Stormwater
Management Regulations. You have recently lcarned from Mr. Perreault at the Public Works
Workshop of the need to ramp up expenditures to meet the regulatory unfunded mandate
assoclated with stormwater management.

On the utility side of things, in the Fall of 1997, the Board received a status report from Mr.
Carney on the progress being made relative to the 1990 Water Distribution Study. This status
report outlined a number of improvements that were necessary. Soon thereafter, the Town began
to address in a systematic fashion improvements to the system building upon the foundation of
those improvements undertaken in the early to mid 1990°s. Two new water tanks have been
constructed along with new booster station and associated new distribution piping to enhance
cfficiency and overall water management. There has been systematic repair and replacement of
old piping and updating of electronic water management systems. During this period, the Board
has dealt with regulatory issues that have blocked additional capacity being put on line and have
embarked upon a very aggressive water conservation program including the adoption of a rate
structurc to discourage consumption.

The Town’s sewer system also has been greatly enhanced and expanded with the construction of
the Edgemere Phase | and Phase 1l projects bringing sewer service to all lake side properties. In
addition to the expansion of the system, the Town has addressed the issuc of the need to begin
the systematic rehabilitation and/or replacement of original sewer infrastructure including both
gravity and force main piping, pump stations and appurtenances. The Hill Strect Pump Station
Project is an example of taking original infrastructure and updating it to today’s needs. Like the
water franchise, the sewer option is faced with a very difficult regulatory environment that the
Town has been trying to negotiate in the form of the CWMP process.

During this recent period the electric and CATV businesses have seen technological
improvement and enhancement. In addition, new businesses were created with the internet and
tclephone expansions. SELCO continues to be a statewide leader in the field of public power,
CTAYV and other technologies and the overall franchise is strong and prepared to compete against
all comers on both price and service.

The Town’s landfill franchise will turn twenty next year and will continue to provide a strong
and rchable revenue source for many years to come. As explained under separate cover, this



franchise has generated in excess of $10 Million in the past ten years that has bencfited all Town
departments.

On the service level side of things, the Town continues to maintain very high level of service
mostly within the tax rate. There has been an expansion into the area | call “government ala
carte” as all departments have pushed fees very much into the mainstream of the Town’s overall
revenue capacity. Certainly, the School Department has been the most aggressive in this regard
with families now paying in some instances fces in excess of $1,000 per year. On the municipal,
side, we have taken the Recreation program, with the exception of swimming lessons, entirely
fce based. Even with this expansion of fees, the Town continues to lead in the area of
affordability of the entire “market basket” of services provided to our residents when compared
with other communities. A challenge for the Board and community will be where this drive for
additional fee for service government will lead us.

We have maintained high levels of service among the various municipal departments by working
harder and smarter, and with the exception of the police (++14) and (ire (+4) departments, the
overall municipal department employee count is below where we were in Fiscal Ycar 1998. This
has been achicved through attrition by carefully considering cach and every new or replacement
hire. While employee counts are stcady, population and demand for scrvice 1s up considerably
as we deal with the affect of the 31% increase in the Town’s population (1990 to 2000 Federal
Census).

Unfortunatcly, during this period the Town’s overall head count continued to grow primarily to
meet school enrollment and programmatic demands. Just recently for instance, the School
Dcpartment moved four part time positions to full time (o service programmatic needs at Parker
Road. While such an action meets our programmatic goals, it creates substantial benefit funding
exposure as demonstrated in the OPEB rcport that you received on Monday night showing a
$34.6 to $80.0 Million unfunded actuarial liability on health benefits alone. Great care must be
taken before creating any additional benefited positions and long term costs and obligations
should be factored in when considering expansion of programs and services with Town
personnel versus contracting out the service.

During this period the Board continued to deal with the Town’s unfunded pension liability and
rcsponded accordingly to each new valuation report. In fact, in one instance the Town Meeting
upon the request of the Board, was able to place an additional $500,000 into the pension system
towards the unfunded liability.

I am continually impressed with the ability of all of our employees to adapt to the circumstances
presented and to maintain a focus on the job at hand. The low hierarchical management structure
allows for more direct services to be provided at the lowest possible costs. We have also made
great use of the many excellent contractors in out sourcing work whenever possible, the best
examplc being what has been accomplished in the Public Buildings Department where more
public spaccs are cleaned via private contractor than with our own employees. Where Town
employees are used, we have increased efficiency through new technologies, re-organizations
and acquisition of better equipment.



We enjoy an excellent overall relationship with our organized employee groups as best
demonstrated with our soon to expire three year agreement on health insurance which provided
cxcellent results for both employee and employer. Our Personncl Board continues to provide
independent oversight over the personnel management function for our expansive non-union
PAT and DH employee groups and when necessary has assisted with our organized employee
groups.

A challenge for this spring will be to conclude a successor agreement for our Health Insurance
Program for the ensuing three year period. Consideration of the various options will be
undertaken jointly with the respective employee groups. The Board also learned Monday night,
of the value of the adoption by Town Meeting in May of 2000, upon the Board’s request, of
Chapter 32, Section 18.

Over these past years, | have continued with some difficulties in achieving timely settlements
which is a historic characteristic of the Shrewsbury labor/management dynamic but with the
exception of a breakdown in the Police Department last year, our personnel function provided
over these past ten years an overall stable work environment.

The drive to do more with less 1s not without compromise as our overwhelming emphasis has
been on getting it donc versus meeting the multitude of reporting and other process matters and
requircments that have been forced upon us. The recent debacle over the diesel exhaust
procurement is a prime cxample of how the product of government (i.e. service) clashed with the
process of government and the need to comply with State law and regulations. This incident has
driven home to me the need to place more emphasis on process, compliance audits and reporting
to keep the community away from controversy and unnccessary involvement with any agency of
the Commonwealth. This change of emphasis however, will force a change in the level of output
among our various product areas due to staffing constraints at the staff support level.

It 1s paradoxical that while we place great emphasis in getting to basics, low cost structures and
providing the product (services) of government, the Commonwecalth of Massachusetts and
Federal Governments are hell bent on creating a bigger and bigger bureaucracy focused on the
process of government. A prime example being the news last week that starting next spring
residents who want to dig a hole on private property will first necd to secure a permit from the
Town of Shrewsbury.

The drive to more with less has also put great strain upon our department heads making them
responsible for too great a portion of purchasing, personnel and financial management and
compliance responsibilities of this community. There are no communitics of this size and
complexity in this Commonwealth that operate with a comparable low hierarchical management
structure and low central staff support head count. While this structure pays great dividends in
the area of responsivencss and economy it forces us to ask a lot from our people especially from
our Department Heads. Over the course of the next five years additional staffing will be needed
unless there 1s a reversal of the continuing creation by the Commonwealth and Federal
governments of ever more cumbersome regulations and mandates. Another example was the
resources recently consumed to comply with the new health insurance mandate for the
Commonwealth which will have for municipal employers dc minimis application.



Since 1997, the Board and Town has moved aggressively in the area of land use planning with
some succcss but frankly overall with disappointing results. The Board tried unsuccessfully to
convince Town Meeting of the need to expand lot sizes to control both rates of growth and
ultimate build out. This setback however, did not stop the process of working with the Planning
Board to put into place those growth control and phased development measures that were already
within the authority of the Planning Board or were subsequently adopted by Town Meeting.
There were revisions of the Zoning By-Law and introduction of various overlay regulations all
designed to enhance parcel value to create incentives to redevelop the Town’s very limited
commercial and industrial tax base. Other than market {orces, the greatest singlec residential
growth control may be the implementation by the Sewcer Commission of limitations on
residential sewer extensions in order to comply with the de facto regulatory capping of the
capacity of the wastewater treatment facility.

In every instance, we have taken cvery opportunity to work with our landowners to increase our
non residential tax base. In some instances, we have worked with multiple devclopers making
proposals for a specific location over these past ten years with still no results. In the case of one
parcel, we are now working with our third different potential developer on the same parcel over
the past cight to ten years. The non-residential marketplace has never recovcered from the Y2K
bust and the opportunities being developed are hampcered by high property asking prices, huge
site development costs and difficulties and great competition from sites in other communities
much better suited for development. In one rccent instance we were beat out by another site in
another community since the proposed user was able to just move into a vacant building as
opposed to building from scratch which was their originally intention.

One bright spot for the community and an example of taking advantage of opportunity was the
location of Charles River Laboratories to South Strect and the introduction of Tax Incremental
Financing (TIF) for the first time. The Town’s participation with such a high protile company
demonstrated to the high tech/ bio tech industry the Town’s willingness to act aggressively in the
area of economic development. The recent Chapter 43D grant award 1s another such example.

Finally, an example of this long term commitment to develop the non-residential tax base is the
progress that was made at CenTech Park and now with the advent of CenTech East facilitated by
the construction of CenTech Boulevard which was made possible through the acquisition (via the
$5 Million land acquisition bond) of the Anderson parcel. They say luck is when opportunity
meects preparation and the efforts and accomplishments of CenTech East and CenTech Boulevard
is such an cxample where opportunity and preparation have met.

Of all of my goals assigned by the Board of Sclectmen, I find my cconomic development results
to be the least satisfying over the preceding years as the number ol opportunities have not come
close to the level of preparation that have been put into this activity.

The biggest land use issue before this community has been how the Board has handled the
Chapter 40B mandate and threat. In the space of four years, the Board took what was a threat
and turned 1t into an opportunity that will sec the Avalon at Shrewsbury Project provide a
mitigation payment of nearly $4 Million plus provide a very possible positive economic
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multiplier affect if current internal discussions come to fruition. The Board took the Town from
victim to partner by adopting the recent Chapter 40B stratcgy.

In thinking about the previous ten budgets, the primary issue continues to be finances. When we
began, it was the very heady days of the latc 1990’s when all scemed possible and prosperity was
known to most. We are now in a totally differcnt station with some doing extremely well, others
very poorly but most just plain uncertain and concerned about what lics ahead at the next bend
approaching.

On an overall financial basis we remain relatively strong with our francluses providing the Town
with an excellent financial base. A recent bond update by Moody’s commented on the Town’s
ovcerall fiscal health and future relative to our peer group. The primary problem 1s our general
fund situation as we like so many other communities face an cver increasing demand being
placed on a stagnate or insufficient rcvenue strcam. Our biggest challenge 1s meeting the needs
of the School Department while not cannibalizing all other municipal departments.

[ have taken in recent weeks to explaining that the reason we and most all other communities arce
in the present situation is that our value system, compassion and technology of 2007 has
exceedcd our revenue capacity which is based upon the regressive property tax, a system for the
bygonc era more for horse and buggy than high performance sports car.

A very quick example appears on a recent loss run for the West Suburban Health Group (self
insured) of which the Town is a member, where there is one claim that began in Fiscal Year

2007 for a single individual (community of the individual is unknown) that through September of
2007 has incurred $1,222,8069.38 in claims (wc have stop loss at $225,000). In the month
previous alone, $45,218.38 was added to this claim. This is a clcar example of where our value
system, compassion and technology of 2007 comes up hard against our outdated property tax
system.

When Proposition 2 /2 was enacted in 1980, the fact that in 2007 medical claims would routinely
exceed six figures and in many unfortunate instances get into seven figures was not
contemplated. In 1980, the fact that SPED transportation in 2007 for just 166 students would
exceed $1.5 Million was not contemplated. In 1980, the fact that in 2007 one out of every 150
children will develop autism or a related disorder was not contemplated.  Unfortunately
however, too many still cling to the notion cxpressed since 1980 that budgets are balanced by
cutting taxes and raising (via new mandates, programs, standards and regulation) spending or we
can ignore facts by just repeating the same intellectually dishoncst statements and slogans time
and time again.

I expect that when we meet, the Board will re-affirm its long standing policy of conservative
stcady management balancing needs versus resources undcrstanding a reluctance and concern of
our taxpayers to pay additional property taxes as demonstrated in the recent defeats of override
attempts most recently last May. 1 also expect that the Board will direct that the cannibalization
of municipal departments to feed any particular program or service is wholly unsatisfactory.



The ensuing pages contain a number of statistics and materials detailing our and the general state
of fiscal health in this Commonwealth and nation but before getting to the main purpose of your
workshop, | felt the above indulgence worthwhile.

[ look forward to reviewing with the Board the attached matters on the 26" and working with the
Board and all concerned to maintain this Town’s historical character and standing in Fiscal Year
2009 and beyond.

Please advise with any questions.

Cc Finance Committee
Department Heads



FINANCIAL ISSUES
FOR THE
FY 2009 BUDGET SEASON

*  For the first time in many years the Town’s assessed valuation decreases which in turn has increased the
percentage of the tax levy relative to assessed value:

FY Levy Limit Maximum Total Tax Excess Lixcess as Iax Levy Assessed Value I'ax Levy
without Levy Limit Levy Capacity a % of Ceiling as Y% of
Debt & Maximum Assessed
Capital Levy Value

Exclusions

2008 $42.708.480 $45.896.770  $45.864.500 $32.264 (0L.07% S125.449.961 $3.017.998 457 0.91%
2007 $41.119.263 $44.680.200 $44.044.721 $41.485 (.09% S128.881.988 $3.153.279.500 0.87%
2006 $30.143.375 $43.235918 $43.214.514 $21.404 0.03% S116.922.387 $4.676.895.483 0.92%
2003 $37.653.331 $41.425.381 $41.399.263 26,118 0.06% $106.260.943 S$4.2350.437.722 0.97%
2004 8$30.196.863 $40.381.102 $39.349.134 $831.908 2.00% $99.670.197 53.986.807.862 0).99%
2003 8$34.764.5372 $39.797.377 $37.027.303 $2.770.074  6.96% $87.328.544 $3.493.141.773 1.06%
2002 S$33. 131548 $36.263.184  $30.060.964 $202.220 0.36% $66.380.164 $2.655.446.563 1.36%
2001 $31.465.027 $32.315.523 $32.224.086 $91.437 0.28% $64.707.000 $2.588.280.006 [.24%
2000 $29.312.849 $30.160.1035 $28.627.015 $1.333.090  \3.08% $33.648.830 $2.145.953.181 1.33%
Fiscal Year Unused Capacity Actual unused eapacity

1999 $1.537.605 I(:]ui ?021(1)12311‘:?;lﬁl‘;l:f.(h()

1998 $1.084.657 $2.385.000 bond premium

1997 $112.269 via Free Cash

o Growth in the area of the tax levy and a slowing of the shift to the residential sector. Town of Shrewsbury tax
burden continues to be below communities in the region (Exhibits 1.1. 1.2 and 1.3):

FY Residential Open Space Commercial Industrial lillt(:l:?:ll‘ll Total ([){l("bl"/f))t:IM o (l(l)l;]'ll:% of
2008 $40.308.943 $27.512 $3.324 983 $1.577.782 $425.283 $43.864.300 §8.38 11.62
2007 $39.398 448 827101 S3.171.601 $1.687.043 $330.927 $44044720 88.3 11,69
2006 $38.039.674 $24.760 3401144 STO8R.T763 $360.174 SH3 21450 88.08 1192
2003 $36.287.392 $31.000 $3.116.629 ST.601.200 $363.043 S41.399.204 8§7.73 12.27
2004 $34.417.527 $28.748 $3.093.957 $1.624.339 $384.343 $39.549.134 87.10 12.90
2003 $31.669.388 $23.373 $3.135.763 $1.384.456 $394.120 $37.027.302 8339 14.41
2002 $30.135.270 $26.203 $3.428.258 $1.647.785 $803.448 $36.060.964 33.70 16.30
2001 $26.894.514 $23913 $3.079.012 S1.487.858 $738.789 532.224.086 83,54 16.46
2000 $24.079.563 $31.178 $2.770.717 $1.343.6002 $401.896 §28.627.016 84.22 1578
1999 $22.321.588 $30.133 $2.585.052 $1.243.499 5406.342 $26.586.814 84.07 15.93

*** Selected CIP Percentages (2007)
Boylston (8.6%). Franklin (20.0%). Gratton (7.4%). Northborough (19.6%). Westborough (40.3%). Worcester (17.9%)
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e ['Y 2008 saw a return to the $550.,000 to $600,000 baseline for new growth (Exhibit 2.1):

Fiscal Year New Growth
2008 $561.235
2007 $997.504
2006 $348.711
2003 S551.544
2004 $563.179
2003 $804.735
2002 $879.895
2001 $1,419.357
2000 $833.094
1999 $1.122.922

e  Siatus of personal property valuation for high tech firms the shift of which in FY 2004 greatly impacted the
residential taxpayer. Town of Westborough has also seen the affect of such a shift (attached):

Fiscal Total PP Value High Tech %y of High
Year Value Tech
2008 $46,529.857 $3.441,0006 7.40%
2007 $41,561.998 $5.634.026  13.56%
2006 $38,979.835 $6.000.000  15.39%
2005 $37.273.381 $5.900.000  15.83%
2004 $38.744,224 $5.000,000  12.90%

2003 56,049,097 $30.823.841 54.99%

2002 $59.104.147 $26.645.361 45.04%
2001 $59.340.454 $26.656.001 44.92%

2000 $30,127,106 $18.140 0.06%

Change of [IP to a manufacturing corporation resuited in
loss of high tech value, Previous designation allowed for
cquipment to be taxed as personal propetty

e  Status of school choice and charter schools assessments and reimbursements. The Charter School program is
heavily subsidized (Exhibit 3.1) and a change in formula or practice will have an impact to the bottom line:

Cost of

Number of Net Cost of Number of School

Fiscal Year Students Charter School Students Choice
(FTE) Tuition (FTE) Program

2008(est) 81.00 $383.136 10.0 $61,947
2007 61.23 $224,890 10.0 $61.861
2006 38.30 $204.783 16.5 $88.162
2005 25.48 $168.898 17.1 S$104.140
2004 20.00 $160.161 6.3 $78.761




2003 25.50 $170,601 10.7 $46.558
2002 21.15 $94,256 5.2 $53.319
2001 24.44 $52.736 4.7 $21.108
2000 29.24 $26,307 7.9 $32.859
1999 18.00 $0 7.7 $37.470

The status ot State Aid in FY 2009 and beyond (Exhibit 3.1). We know from our mecting last April at the State
House that a change in emphasis has been made to force communities like Shrewsbury to put more effort into
educational funding. We are on notice to not expect double digit Chapter 70 increases anytime in the near
futurc. The underlying issue remains the lack of State resources to fully fund local governments as agreed by
most parties and as articulated by the MMA 40-10 plan (attached). Also. State Charges and Offsets now top
$1 Million in FY 2008:

Fiscal Year Total State Aid
2008 $25,486.284
2007 £€23.727.465
2006 $21.077.629
2005 S18.621.647
2004 S16.744.700 3007772 SBAD
2003 $12.679.840
2002 $11.648.332
2001 $10,595.853
2000 $9.596,115
1999 $8.0693.528

Status of local receipts in light of current economic climate (Exhibit 4.1) and the continuing uncertainty of
motor vehicle excise (See Exhibit 4.2).

The status of lottery or other distributions. There is an effort to send up to $430 Million in surplus to the Cities
and Towns which is worth approximately $1.5 Million to the Town of Shrewsbury. There is disagreement as to
whether there is a surplus or not:

Fiscal Year Lottery Surplus
Distributions Distribution
2008 S3,168.140 STBD
2007 $3.107.117 $0
2006 $2.493.603 $0
2005 $2.110.492 S0
2004 $2.110.492 $269.859
2003 $2,250.774 50
2002 52,482,932 $0
2001 $2,324.233 S172,153
2000 $2,123,910 $275.198
1999 $1.896.262 $275.930




e Projected increases in health insurance expenses resulting from premium increases and changes in enrollment
tfor both active and retired employees (Exhibit 5.1). Reimbursements from the school lunch and after school
programs have kept the Town’s General Fund exposure under double digits the last two years. The current
three year agreement on health insurance ends on June 30, 2008 and a new program will be put into place for
FY 2009-2011 which will examine three options of: |} current WSHG with changes: 2) Supersavers with
WSHG or; 3) GIC. Status quo is not an option that can be accepted. Notification (under current rules) for GIC
must be made by October 1, 2008 for a July 1, 2009 implementation. l.ocal action is only stop gap as Federal
control over the entire medical industrial complex is the only option available for the tiscal survival ot all
citizens (see attached):

Fiscal Amount

Year Expended Change
2007 $5.684,151 5.72%
20006 $5.376,598 -2.77%
2005 $5.529.698 23.35%
2004 $4.483.109 16.84%
2003 $3.836,906 28.28%
2002 $2.991.,004 16.22%
2001 $2.573.606 36.90%
2000 $1.879.964 10.46%
1999 $1.701.899 3.94%
1998 $1.637,322

e Growth in the Medicare Match Account continues but at a far less rate of increase than in previous years:

Fiscal Amount Percent Notes

Year Increase

2007 $545.000 1.97%  No transter required ($645.000 aprtn)
2006 $534.477 4.26%  No transfer required ($575.000 aprin)
2005 $512.640 12.89%  Transter of $7.360 was required
2004 $454.,086 1'1.46%  No transter required ($480,000 aprtn)
2003 $407.410 12.15% No transter required ($453,000 aprtn)
2002 $363,278 11.60% No transfer required ($375.000 aprtn)
2001 $325.524 20.79%  $13,000 Transfer was not Required
2000 $269.474 13.01%  $44.747 Transfer was Required

1999 $238,445 25.60%  $40.000 Transfer was Required

1998 $189.,852 12.12%

e 'Y 2007 saw the best result in investment carnings since FY 2001. Question is raised however about the futurc
ot interest rates and the amount ot cash on hand to invest:

Fiscal Total Income

Year

2007 $1.621.437

2006 $1.126.738

2005 £932.675

2004 $1,229.492

2003 $1,561.045 | <= Aftect ol call provisions ol

bondholders taking
advantage of lower interest
rates




2002 $O80.007
2001 SL753.148
2000 51.721.010
1999 S1.605.296
1998 $1.597.405

e  Question over Motor Vehicle Excise Tax receipts as high-water mark might be $4.4 to $4.6 Million:

F\isef;:l Total Receipts Change
2007 $4,411,326 -5.91%
20006 54,688,251 0.17%
2003 $4.680.209 9.85%
2004 $4.260,729 -4.00%
2003 $4,438,140 7.32%
2002 S4,127,776 5.32%
2001 3,919,308 3.96%
2000 $3.770.,230 14.56%
1999 $3,291.131 6.92%
1998 $3,078,215

e Medicare billing for certain costs associated with the Special Education Program has grown very nicely but
constant etfort 1s required to avoid a reduction in revenue:

Fiscal Reimbursement
Year

2007 $197.470
2006 $107,257
2005 $51.139
2004 $49.,779
2003 $185.206
2002 $129.032
2001 $70.100
2000 $OR8.203
1999 $130.036

e  Supplemental Tax Program that was started in 2001 increased in 'Y 2007 boosted by the Avalon Shrewsbury
Project on Rte 20 ($53,370):

Fiscal Year Commitment Note Revenue
2007 $131,618 $8.,679 billed in IY 08 $147,927
2006 $63.,990 $14.627 billed in FY 07 $47.,040
2005 $80.084 $3.075 billed in FY 00 $169.937
2004 $180,715 $13,287 billed in FY 03 S178.455
20023 $598.031 $26.812 billed in FY 04 $89.088
2002 S145.835 $38.209 billed in IFY 03 $104.070
2001 $159.457 $142.235




e The MBTA assessment will continue to trend upward:

Fiscal Year Amount
FY 2008 S142.329
FY 2007 $132.034
FY 20006 S112.991
FY 2005 $91.481
FY 2004 $42.,430
FY 2003 SO

e InFY 2008 the continued affects of a non fully funded pension system will be realized. A new valuation of the
system will be completed (as of January 1, 2008) for implementation n 1Y 2010:

Date Funded Unfunded Accrued Required
Ratio Liability Appropriation*

January 1, 20006 71.3% $21.831.496 52,538,769
January 1, 2004 77.9% $14.419.434 $1.879.499
January 1, 2002 78.9% $12,533.5060 $1.,240.036
January 1, 2000 97.1% . $1.414.990 §51.559.742
January 1. 1999 83.9% $7.517.187 $1.541.285
* Adjusted by PERAC
by 3.6% for FY 2009

e  There has been a rebound in the reserve position ot the Town with increased Free Cash and Stabilization
balances (Exhibits 6.1 & 6.2).

e The size of any Fiscal Year 2008 budget deficit. Previous operational deficits that were handled at the Annual
Meeting were:

Fiscal Year Deficit Made Up

At Town Mecting

From Free Cash
2007 $129,020
2000 $203.000
2005 $323,000
2004 $388.000
2003 5360,000
2002 $95.,000
2001 $731,000
2000 S103.000

e High rates ot growth for operational budgets (Exhibit 7.1)



3

'

There is evidence of a widening of fiscal distress being experienced in the community evidenced by rates of
foreclosure notices as follows:

Year Foreclosure
Filings

2004 34

2005 360

2000 94

2007 (to date) 128

FINANCIAL QUESTIONS
FOR THE
FY 2009 BUDGET SEASON & BEYOND

How do we handle the problem of a lack of resources among the various municipal departments, particularly in
the area ot statting (attached)?

How will the needs of the School Department be met expecting an operational budget increase request of 8-
12%, in addition to increased costs associated with education contained within the various municipal
departments and the unclassitied budget?

What will be the outcome of the review of water and sewer rates o determine if revenue is sufficient to cover
the costs associated with EPA & DEP standards and infrastructure needs sct forth in the Capital Budget and in
Phase 1V of the CWMP? Should the Water Department be taken to full enterpnse and be removed from the
General Fund?

How will Capital Budget requests be addressed for the period FY 2009 to FY 2013 which will be far in excess
ot the available revenue stream?  Also. how will facility requests in the arca of school. parks. police, public
works and libraries be handled? Finally, what action will be taken relative to the Library Project if a grant
award 1s made and relative to the Sherwood Middle School should the Town be invited to participate by SBABY
Should the issue ot a Town wide facility study be reconsidered after not being funded i Fiscal Year 20087

What will be the ongoing status of “Budget Busters” (Health, Medicare, Pensions, General Insurance) and what
will be the form of the HIP for FY 2009, 2010 and 20117

What impact will the statas of Town's exempted debt obligation have concerning future requests with
consideration of the additional permanent resulting from Fire Station Project? Should a formal policy be

adopted based upon the average residential tax bill (Exhibit 8.1)?

What will be the impact of the new Landfill Operation Agreement with potential of $1.2 Million on an annual
basis?

How do school enroliment trends affect out year budgeting decisions (Exhibit 9.1)?

What impact will there be on the Town’s vehicle fleet in light of continued deterral of replacement?

. What is the impact of the GASB 45 OPEB report recently received and what will be the result of the January I,

2008 pension system valuation?



16.

Does the Board propose a “Pay as You Throw” system eftective July 1, 2008 moving solid waste services from
public good to toll good? If so, what form should the program take and what level of recovery should occur in
order to reduce General Fund support? Are all landfill receipts earmarked for solid waste costs or do they
remain a general receipt (Exhibit 10.1)? What form should the solid waste program take in Fiscal Year 2010
and beyond”

. What should the impact of the one time revenue from the Avalon at Shrewsbury Hills Project have on the FY

2009 (and beyond) Budget?

Whether the Town will engage in a formal benchmarking program and take advantage of the grant opportunity
offer by the Research Bureau?

What approach should be used in filing the initial FY 2009 budget? Should the manager file a Level One
Budget? What change n process (if any) should be employed and what use will be made of the results of the
2007 Citizen Survey in pre-determining preferences?

. Will there be an operational override in May 2009 and if so, what form will the override take and what process

shall be employed to determine that form?

Can resident be expected to pay a higher average residential tax bill understanding that the Town's current tax
effort is substantial below other communities and the State average (Exhibits 1.2 & 1.3)?

. What should be the reasonable expcectation in creating sufficient cconomic growth to offset service demands?

16
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Municipal Market Basket

Comparison of Single Family Tax Bills

Fiscal Year 2005 to 2007
Selected Communities From the Market Basket Project

Ave Ave Ave Change
Rank Community Re5|deqt|al Resudenﬁal Re5|deqtlal 2006 to
Tax Bill Tax Bill Tax Bill 2007
(2005) (2006) (2007)

1 Fitchburg $2,365.00 $2,449.00 $2,523.00 $74.00
2 Leicester $2,264.00 $2,498.00 $2,565.00 $67.00
3 Oxford $2,519.00 $2,665.00 $2,694.00 $29.00
4 Northbridge $2,581.00 $2,734.00 $2,752.00 $18.00
5 Auburn $2,580.00 $2,602.00 $2,793.00 $191.00
6 Clinton $2,654.00 $2,722.00 $2,830.00 $108.00
7 Bellingham $2,684.00 $2,783.00 $2,953.00 $170.00
8 Worcester $2,781.00 $2,879.00 $2,995.00 $116.00
9 Leominster $2,801.00 $2,881.00 $3,003.00 $122.00
10 Milibury $2,643.00 $2,999.00 $3,006.00 $7.00
11 Norwood $2,961.00 $2,987.00 $3,081.00 $94.00
12 Sutton $3,208.00 $3,557.00 $3,560.00 $3.00
13 Shrewsbury*** $3,3'74.00 $3,536.00 $3,598.00 $62.00]
14 Holden $3,576.00 $3,705.00 $3,598.00 -$107.00
15 Hudson $3,200.00 $3,544.00 $3,607.00 $63.00
16 Tewksbury $3,343.00 $3,610.00 $3,742.00 $132.00
17 Milford $3,424.00 $3,574.00 $3,756.00 $182.00
18 Billerica $3,449.00 $3,696.00 $3,780.00 $84.00
19 Grafton $3,486.00 $3,583.00 $3,854.00 $271.00
20 Franklin $3,515.00 $3,742.00 $3,872.00 $130.00
21 Paxton $3,800.00 $3,866.00 $3,965.00 $99.00
22 West Boylston $3,638.00 $3,843.00 $3,981.00 $138.00
23 Danvers $3,751.00 $3,883.00 $4,034.00 $151.00
24 Sterling $3,885.00 $4,282.00 $4,111.00 -$171.00
25 Foxborough $3,878.00 $4,230.00 $4,296.00 $66.00
26 Canton $4,147 .00 $4,445.00 $4,509.00 $64.00
27 Upton $4,119.00 $4,379.00 $4,522.00 $143.00
28 Framingham $4,129.00 $4,306.00 $4,564.00 $258.00
29 Mansfield $4,533.00 $4,625.00 $4,690.00 $65.00
30 Boylston $4,385.00 $4,504.00 $4,717.00 $213.00
31 Natick $4,303.00 $4,559.00 $4, 727 .00 $168.00
32 Millis $4,083.00 $4,180.00 $4,733.00 $553.00
33 Berlin $4,519.00 $4,813.00 $4,865.00 $52.00
34 Walpole $4,499.00 $4.,727 .00 $4,903.00 $176.00
35 Chelmsford $4,467 .00 $4,688.00 $4,966.00 $278.00
36 Ashland $4,713.00 $5,067.00 $5,180.00 $113.00
37 Northborough $4,891.00 $5,078.00 $5,355.00 $277.00
38 Medway $4,961.00 $5,283.00 $5,494.00 $211.00
39 Norfolk $4,859.00 $5,556.00 $5,803.00 $247.00
40 Holliston $5,293.00 $5,548.00 $5,810.00 $262.00
41 Westborough $5,922.00 $6,234.00 $6,198.00 -$36.00
42 Andover $6,009.00 $6,400.00 $6,658.00 $258.00
43 Hopkinton $6,015.00 $6,440.00 $7,060.00 $620.00
44 Southborough $6,667.00 $6,884.00 $7,289.00 $405.00
45 Acton $6,900.00 $7,724 00 $7,926.00 $202.00
46 Marlborough $3,796.00 N/A N/A

*** Shrewsbury was 15th on this list in FY 2005; 12th in FY 2006

EXHIBIT 1.3
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EXHIBIT 3.1 - STATE AID AND CHARGES

FISCAL YEAR 2000 TO 2008

Line It Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
ine ftem 2008 Aclual 2007 Actual 2006 Actual 2005 Actual 2004 Actual 2003 Actual 2002 Actual 2001 Actual 2000 Actual
REVENUE
A. EDUCATION
1. Chapter 70 $17,419,669 $15,898,949 $13,800,607 $11,948.7011 $10.287.,704 $8,745,774 $7,590,859 $6,394,912 $5616,512
2. School Transportation S0 $0 S0 S0 $0 $247.393 $250,825 $342,826 $322 292
;doséc)hoo' Construction (Removed in FY s0 $0 SO $3702732  $3.697.772 $496,000 $496,000 $496,000 $598,150
5. Charter School Tuition Reimbursement $351,651 $222,350 $193,772 $131,443 $10,440 $0 $0 $0 S0
5. Tuition State Wards S0 $0 $0 %0 $0 $0 S0 $67,163 $17.978
6. .Chater School Capital Facility s0 %0 $34,870 $28.196 0 $0 50 50 50
Reimbursement
8 Schoo! Lunch (Offset) $33,298 $26.597 $28.245 $26,723 $27.247 $25,019 $22,775 $20,307 $20,177
Sub-Total $17,804,618 $16,147,896 $14,057,494 $15,837,795 $14,023,163 $9,514,186 $8,360,459 $7,321,208 $6,575,109
B. GENERAL GOVERNMENT
1. Lottery, Beano & Charity Games $3,168,140 $3,107,117 $2,493,603 $2,110,492 $2,110,492 $2,250,774 $2,482,932 $2,324,233 $2,123,910
2. Additional Assistance $298,861 $298,861 $298,861 $298.861 $298,861 $318,726 $376,077 $376,077 $376,077
3. Highway Fund 50 $0 $0 $0 $0 %0 $51,858 $207,431 $207.431
6. Police Career Incentive $143,439 $159,050 $166,024 $150,155 $140,291 $129,068 $119,784 $101,872 $78,330
8. Veteran's Benefits $17,277 $13,048 $12,907 $3,406 $3,738 $14,598 $16,918 $8,202 $7.020
9. Exemptions (Vets.Blind,Survivina) $70.048 $31.591 $31.025 $34.421 $34.499 $30.907 $30 431 $30.772 $31.608
10. Exemptions (Elderly) $22,804 $22,782 $22,768 $22.870 $22,328 $21,017 $22,042 $22.700 $22.726
11. State Owned Land $120,634 $107,973 $156,870 $123,183 $78,725 $98,335 $148,013 $163,750 $135,760
12. Public Libraries $48,050 $46,734 $45,664 $40,664 $34,165 $37.196 540,018 $39,608 $38,144
Sub-Total $3,889,253 $3,787,156 $3,227,722 $2,783,852 $2,723,099 $2,900,621 $3,288,073 $3,274,645 $3,021,006
Total State Aid $21,693,871 $19,935,052 $17,285,216 $18,621,647 $16,746,262 $12,414,807 $11,648,532 $10,595,853 $9,596,115
CHARGES
County Tax $49,947 $49,947 $49.947 $49.947 $49,947 $49,947 $49,947 $49,947 $49,947
Mosquito Control $57.811 $56,482 $52,245 $47,364 $47,261 $40,895 $35,818 $39,250 $39,459
Mosquito Control (Underestimate} $0 $0 $0 $0 $0 $3,659 $0 $0 $0
Air Pollution Districts $9,220 $9,076 $8,834 $8,484 $8.187 $7,860 $7,368 $7,104 $6,838
RMV Non-Renewal Surcharge $19,380 $20,240 $16,700 $13.500 $16,400 $17.880 $17,340 $21,360 $25,980
WRTA Assessment $75,438 $68,366 $71,306 $82,522 $80,509 $78,546 $76,630 $74,368 $73.563
Special Education $0 $0 $0 $9.648 $5,501 $7.010 $7,010 $9,529 $18,155
MBTA $142,329 $132,034 $112,991 $91,481 $42,430 $0 $0 $o $0
School Choice Tuition $61,947 $99,364 $104,140 $78.761 $45,890 $0 $0 30 $0
Charter School Tuition $734,787 $447,240 $424,421 $312,350 $138,180 $0 $0 $0 $0
Sub-Total $1,150,859 $882,749 $840,584 $694,057 $434,305 $205,797 $194,113 $201,558 $213,942
Overestimate - Mosquito Control $0 $0 $0 $0 $0 $0 $0 $1,666 $482
Overestimate - Special Education $0 ($157) $0 $0 30 $331 $2,850 $3.316 $0Q
Qverestimate - Regional Transit $0 $0 $0 $0 $0 S0 $0 $0 $0
Sub-Total %0 ($157) $0 $0 $0 $331 $2,850 $4,982 $482
Total Net Charges $1,150,859 $882,906 $840,584 $694,057 $434,305 $205,466 $191,263 $196,576 $213,460
School Lunch Offset $33,298 $26,597 $28,245 $26,723 $27,247 $25,019 $22,775 $20,307 $20,177
Library Offset $48,050 $46,734 $45,664 $40.,664 $34,165 $37,196 $40,018 $39,608 $38,144
Total Off-Sets $81,348 $73,331 $73,909 $67,387 $61,412 $62,215 $62,793 $59,915 $58,321
Line ltem Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2008 Actual 2007 Actual 2006 Actual 2005 Actual 2004 Actual 2003 Actual 2002 Actual 2001 Actual 2000 Actuat
"Education" Local Aid $17,804,618 $16,147,896 $14,057,494 $12,135,063 $10,325,391 $9,018,186 $7,864,459 $6,825,208 $5,976,959
“General Government" Local Aid $3,889,253 $3,787,156 $3,227,722 $2,783,852 $2,723,099 $2,900,621 $3,288,073 $3,274,645 $3,021,006
Charges and Offsets $1,232,207 $956,237 $914,493 $761,444 $495,717 $267,681 $254,056 $256,491 $271,781
Total $20,461,664 $18,978,815 $16,370,723 $14,157,471 $12,552,773 $11,651,126 $10,898,476 $9,843,362 $8,726,184
Indicates amount after "9C" reduction was made
L "General Government” Less Charges $2.738,394 $2.904.407 $2.387,138 $2,089,795 $2,288,794 $2,694,824 $3,093,960 $3.073,087 ~ $2,807.064)
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Commitment #1

EXHIBIT 4.2
Analysis of Motor

Vehicle Excise Tax

Commitments One Through Four
1998 to 2007

Year # of Biils Increase Value Increase Value Per Bill Increase
1998 22,597 $1,970,266.25 $87.19
1999 23,282 685 $2,210,410.00 $240,143.75 $94 .94 $7.75
2000 24,003 721 $2,408,810.00 $198,400.00 $100.35 $5.41
2001 25,289 1,286 $2,695,761.25 $286,951.25 $106.60 $6.24
2002 25,832 543 $2,816,752.50 $120,991.25 $109.04 $2.44
2003 26,328 496 $2,949 453.75 $132,701.25 $112.03 $2.99
2004 26,574 246 $2,987,201.25 $37,747.50 $112.41 $0.38
2005 27,271 697 $3,168,876.25 $181,675.00 $116.20 $3.79
2006 27,640 369 $3,235,402.50 $66,526.25 $117.06 $0.86
[72007 27,585 (55) $3,180,298.75 ($55,103.75) $115.29 ($1.76) |
Commitment #2
Year # of Bills Increase Value Increase Value Per Bill Increase
1998 2,159 $493,780.32 $228.71
1999 1,948 (211) $470,501.32 ($23,279.00) $241.53 $12.82
2000 2,379 431 $635,405.71 $164,904.39 $267.09 $25.56
2001 2,011 (368) $560,287.49 ($75,118.22) $278.61 $11.52
2002 2,264 253 $661,474.00 $101,186.51 $292.17 $13.56
2003 2,078 (186) $577,754.71 ($83,719.29) $278.03 ($14.14)
2004 2,233 155 $539,389.00 ($38,365.71) $241.55 {$36.48)
2005 1,826 (407) $435,094.27 ($104,294.73) $238.28 ($3.28)
2006 2,300 474 $656,190.48 $116,801.48 $285.30 $43.75
| 2007 1,880 (420) $510,790.95  ($145,399.53) $271.70 ($13.60) |
Commitment #1 & #2
Year # of Bills Increase Value Increase Value Per Bill Increase
1998 24,756 2,464,047 $99.53
1999 25,230 474 2,680,911 $216,864.75 $106.26 $6.73
2000 26,382 1,152 3,044,216 $363,304.39 $115.39 $9.13
2001 27,300 918 3,256,049 $211,833.03 $119.27 $3.88
2002 28,096 796 3,478,227 $222177.76 $123.80 $4.53
2003 28.406 310 3,527,208 $48,981.96 $124.17 $0.37
2004 28,807 401 3,526,590 ($618.21) $122.42 ($1.75)
2005 29,097 290 3,603,971 $77,380.27 $123.86 $1.44
2006 29,940 843 3,891,593 $287,622.46 $129.98 $6.12
I 2007 29,465 (475) 3,691,090 ($200,503.28) $125.27 $4.71) |
Commitment #3
Year # of Bills Increase Value Increase Value Per Bill increase
1998 1,391 $209,487.53 $150.60
1999 1,505 114 $298,072.60 $88,585.07 $198.05 $47.45
2000 1,671 166 $296,445.55 ($1,627.05) $177.41 ($20.65)
2001 1,569 (102) $259,439.78 ($37,005.77) $165.35 ($12.05)
2002 1,344 (225) $193,487.40 ($65,952.38) $143.96 ($21.39)
2003 1,543 199 $239,761.26 $46,273.86 $155.39 $11.42
2004 1,361 (182) $243,943.55 $4,182.29 $179.24 $23.85
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EXHIBIT 4.2
Analysis of Motor

Vehicle Excise Tax

Commitments One Through Four
1998 to 2007

2005 1,832 471 $400,772.00 $156,828.45 $218.76 $39.52
2006 1,414 (418) $211,119.74 ($189,652.26) $149.31 ($69.46)
| 2007 1,470 56 $313,463.61 $102,343.87 $213.24 $63.93 |
First Three Commitments
Year # of Bills Increase Value Increase Value Per Bill Increase
1998 26,147 $2,673,534.10 $102.25
1999 26,735 588 $2,978,983.92 $305,449.82 $111.43 $9.18
2000 28,0563 1,318 $3,340,661.26 $361,677.34 $119.08 $7.66
2001 28,869 816 $3,515,488.52 $174.827.26 $121.77 $2.69
2002 29,440 571 $3,671,713.90 $156,225.38 $124.72 $2.94
2003 29,949 509 $3,766,969.72 $95,255.82 $125.78 $1.06
2004 30,168 219 $3,770,533.80 $3,564.08 $124.98 ($0.79)
2005 30,929 761 $4.,004,742 .52 $234,208.72 $129.48 $4.50
2006 31,354 425 $4,102,712.72 $97,970.20 $130.85 $1.37
2007 30,990 (364) $4,004,553.31 ($98,159.41) $129.22 ($0.26)
Commitment #4
Year # of Bills Increase Value Increase Value Per Bill Increase
1998 1,533 $211,593.46 $138.03
1999 1,791 258 $252,737.88 $41,144.42 $141.12 $3.09
2000 1,394 (397) $222,543.72 ($30,194.16) $159.64 $18.53
2001 1,745 351 $274,920.67 $52,376.95 $157.55 ($2.10)
2002 1,934 189 $353,606.28 $78,685.61 $182.84 $25.29
2003 1,613 (321) $262,934.60 ($90,671.68) $163.01 ($19.83)
2004 1,748 135 $375,342.02 $112,407.42 $214.73 $51.72
2005 1,752 4 $357,486.13 ($17,855.89) $204.04 ($10.68)
2006 1,416 (336) $232,231.20 ($125,254.93) $164.01 ($40.04)
| 2007 1,597 181 $318,112.75 $85,881.55 $199.19 $35.19 |
First Four Commitments
Year # of Bills Increase Value Increase Value Per Bill Increase
1998 27,680 $2,885,127.56 $104.23
1999 28,526 846 $3,231,721.80 $346,594.24 $113.29 $9.06
2000 29,447 921 $3,563,204.98 $331,483.18 $121.00 $7.71
2001 30,614 1,167 $3,790,409.19 $227,204.21 $123.81 $2.81
2002 31,374 760 $4,025,320.18 $234,910.99 $128.30 $4.49
2003 31,562 188 $4,029,004.32 $4 584.14 $127.68 ($0.62)
2004 31,916 354 $4,145,875.82 $115,971.50 $129.90 $2.22
2005 32,681 765 $4,362,228.65 $216,352.83 $133.48 $3.58
2006 32,406 (275) $4,291,888.26 ($70,340.39) $132.44 ($1.04)
2007 32,532 126 $4,322,666.06 $30,777.80 $132.87 $0.43
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FISCAL
YEAR
END

2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990

BALANCE AS OF

7/

$4,850,038
$4,137,833
$1,930,113
$2,832,695
$3,616,392
$6,958,805
$4,087,506
$2,884,606
$5,588,576
$4,611,834
$4,555,647
$2,996,394
$3,909,803
$2,672,855
$3,039,269
$2,275,622
$1,560,672
$1,269,570

EXHIBIT 6.1
FREE CASH
FISCAL YEAR 1990 TO 2007

AMOUNT
APPROPRIATED

$2,500,000
$2,500,000
$2,500,000
$2,500,000
$2,880,000
$6,113,416
$2,077,612
$1,468,606
$3,928,000
$3,010,784
$3,418,656
$1,300,000
$3,294,500
$1,864,000
$2,030,500
$1,122,000

$867,000

$850,000

FOLLOWING
YEAR BALANCE

$4,850,038
$4,137,833
$1,930,113
$2,832,695
$3,616,392
$6,958,805
$4,087,506
52,884,606
$5,588,576
34,611,834
$4,555,647
$2,996,394
$3,909,803
$2,672,855
$3,039,269
$2,275,622
$1,560,672

GAIN/(LOSS)

$712,205
$2,207,720
-$902,582
-$783,697
-$3,342,413
$2,871,299
$1,202,900
-$2,703,970
$976,742
$56,187
$1,559,253
-$913,409
$1,236,948
-$366,414
$763,647
$714,950
$291,102

Indicates balance influenced by bond premium that was run through Free Cash in the amount of $2,385,000

11/23/2007
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Massachusetts Municipal Association

A Revenue Sharing Partnership Plan to Build a Stronger Massachusetts

STRONGER COMMUNITIES BN A STRONGER
COMMONWEAL TH

State and local government in Massachusetts have a long and
rich history of working together to make the Bay State one of
the most prosperous and progressive states in the nation.
Our leading rankings in knowledge and wealth are due in no
small part to the investments made at both the state and local
level in education and vital initiatives and services that support
the creativity and ingenuity of all our citizens.

“Increasing the overall fiscal capacity
of cities and towns turns out to be

central to the future prosperity of the
Commonwealth.” - Northeastern Economic Report

The partnership between cities and towns and state
government must strengthen for us to meet the needs of our
residents and businesses in a rapidly changing world.
Together, state and local government face many common
challenges, ranging from investments in world-class education
and public infrastructure to ensuring that we have safe
neighborhoods and streets, an adequate safety net for needy
citizens and great recreationat and cultural facilities.

The task facing local and state leaders is to bring forward and
act on the ideas and plans that will keep Massachusetts a vital
and exciting place to live and work.

As this report will document, Massachusetts needs a new
Revenue Sharing Partnership to solidify, renew and
revitalize the fiscal health of local government, so that cities
and towns can fulfill their crucial role as building blocks for

prosperity and progress for our residents, our economy and
our future.

AN AGENDA TO STRENGTHEN OUR ECONOMY ART;
AVERT A LOOMING MUNICIP AL FISCAL CRISIS

As we look ahead to fiscal 2009, revenue sharing and
reinvesting in municipal aid is a top priority for two related and
compelling reasons: to solve the fiscal distress that is
extending its reach to more and more cities and towns, and to
ensure a turnaround in our sagging and underperforming
state economy.

Massachusetts Municipa! Association, October 11, 2007
One Winthrop Square, Boston, MA 02110 « 617-426-7272 - www.mma.org

The past several years have been very challenging for state
and local leaders, as municipal and Commonwealth officials
have struggled to deliver essential government services,
balance budgets and deal with the fallout from a flagging
economy that has seen Massachusetts lose tens of thousands
of jobs and thousands of residents and families to our
competitor states.

(ities and towns throughout the state are facing severe fiscal
distress. Communities have increased their reliance on the
regressive property tax to a 25-year high, eliminated or
reduced important services, depleted reserves, and are
projecting major structural deficits for fiscal 2009 and beyond.
Unless communities and the state form a stronger and more
robust fiscal partnership anchored by revenue sharing and
increased local aid, this distress will grow into a widespread
fiscal crisis. In short, we are heading in the wrong direction.

CITIES AND TOWNS ARE ESSENTIAL TO QUR
ECONOMY

The connection between the fiscal health of cities and towns
and the success of the state’s economy has become
increasingly clear in recent years, beginning with the release
of Revenue Sharing and the Future of the Massachusetts
Economy, authored by economists at the Center for Urban and
Regional Policy (CURP) at Northeastern University in 2006.

Unless communities and the state
form a stronger and more robust
fiscal partnership anchored by
revenue sharing and increased local
aid, this distress will grow into a
widespread fiscal crisis.

Based on detailed research and analysis, the findings were
unequivocal: “Increasing the overall fiscal capacity of cities
and towns turns out to be central to the future prosperity of
the Commonwealth. .. providing communities with the
resources to deliver the services and amenities that workers
want for their families is critical to the state's future
development and prosperity.. . (and) equally important is



making sure that local municipz'ities have the abifity to provide
the economic and social environment that is attractive to
industry.”

This economic analysis has been affirmed by poweriul voices,
including Fannie Mae, The Brookings Institution, George
Washington University, the Boston Foundation, and others.

“States that ignore the economic
well-being of their cities (and towns)
will pay dearly, because cities are at
the heart of real economies of goods
and service production and
innovation.” - awu & csU Economic Report

Early this year, George Washington University's Institute of
Public Policy and Cleveland State University's Office of
Economic Development published States and Their Cities:
Partnerships for the Future, a major report sponsored by
Fannie Mae. Their findings: “State economies exist within a
fiercely competitive international environment. . .in this global
economy, cities are an increasingly important determinant of
state economic performance. .. states that ignore the
economic well-being of their cities (and towns) will pay dearly,
because cities are at the heart of real economies of goods and
service production and innovation.”

Further, the Brookings Institution's Metropolitan Policy
Program’s 2007 report, Restoring Prosperity, calls for a
renewed partnership and state government investment in
urban areas and in communities in general, noting that such
investments will bring enormous benefits, including reducing
unemployment and poverty, increasing income and wealth,
improving the quality of life for families, increasing the jobs,
amenities and housing choices for urban and suburban
residents, enhancing the regional market for business
location, increasing property values, and improving the overall
competitiveness of metropolitan areas. The report says all of
this is in the states’ own interests: “Ultimately, this ali adds up
to stronger, healthier, more productive cities and regions that
are a boon to, rather than a drain on, state budgets -
evidence, to be sure, of money well spent.”

Restoring the fiscal health of communities and the economic
health of Massachusetts through revenue sharing will build a
stronger future for our state. Unfortunately, without revenue
sharing and increases in municipal aid, local budget shortfalls
will continue, property tax reliance will be too high, municipal
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services will be curtaiied, and our state economy will fall
further behind the rest of the nation.

MUNICIPALITIES FACE FISCAL DISTRESS

This year, direct municipal aid increased by $15 million, or just
about 1%, not enough to keep pace with growing costs.
Moreover, when accounting for inflation, this municipal aid
(Lottery and Additional Assistance) is $247 million (16%)
belowfiscal 2002 levels, even after the Legislature’s
extraordinary and deeply appreciated action to fully uncap the
Lottery in 2006. This spring, as state leaders gave great
aftention to education funding, and balancing the state’s tight
operating budget, municipal aid was confined to Lottery aid
and level-funded Additional Assistance.

Change in Municipal Aid {Lottery and AA) vs. Fiscal 2002
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In the half dozen years since the 2001 recession, there has
been some measure of recovery and stability in school aid
programs. After cuts in fiscal years 2003 and 2004, Chapter
70 and school transportation aid has rebounded modestly and
this year is about $455 million (14 percent) higher than in
fiscal 2002, before adjusting for inflation. After accounting for
inflation, this school aid is down by $374 million (10%), and
combined municipal and schoot aid in these accounts is down
by 11%, or $621 million.

Change in Major Local Aid Accounts vs. Fiscal 2002
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Ever since Proposition 2 V2 became law in 1880, cities anc
towns have relied heavily on local aid and revenue sharing, yet
municipal finances are heading in the wrong direction. With -
local aid down, reliance on property taxes increasing, and
widespread cuts and reductions in local services over the past
several years, more and more communities are facing
structural budget deficits that cannot be closed without doing
more harm to our economy, and eroding the foundation for
the Commonwealth's growth and prosperity.

Lagging Lottery Feiformance Unmasks a Deeper
Threat to Municipalities

Municipal assistance has grown by about $95 million (almost
7 percent) over the past six years, averaging about 1 percent
annually. Almost all of the growth following the $230 million in
municipal aid cuts in fiscal years 2003 and 2004 has been in
the form of new Lottery distributions. The state's municipal
assistance policy since 1990 and since the 2001 recession
has been a Lottery-only policy to provide revenues to help pay
for municipal services and ease reliance on the property tax.

The steady stream of Lottery dollars that helped pay for
municipal services and ease reliance on the over-burdened
property tax for the past two decades has started to run dry,
leaving the fiscal 2008 Cherry Sheet municipal assistance
program in deficit by more than $100 million.

The Cherry Sheet Lottery distribution for fiscal 2008 allocates
$935 million to help balance local budgets, yet available
Lottery revenues this year and next year are not expected to
exceed $800 million. This shortfall will be made up from the
state’s general fund.

Since 1992, Lottery profits have provided the only source of
new general municipal assistance dollars. The appropriation
for the other municipal assistance program, Additional
Assistance, has been level-funded or reduced over this period.
These two mainstays of municipal finance total more than $1.3
billion this year.

The Lottery shortfall in fiscal 2007 and predicted for this year
(fiscal 2008) and fiscal 2009 marks the practical end of a
Lottery-only municipal assistance policy. If Lottery
distributions and total municipal aid are funded next year
based on actual proceeds from the Lottery, municipal
assistance would go down by an estimated $135 milfion, and
total municipal assistance in fiscal 2009 would be about $40
million less than in fiscal 2002, seven years ago.

The Lottery deficit is not smalf and it is not going to go away,
which means that state policy-makers and municipal officials
need to start working together on the next generation of state
revenue sharing in time for the fiscal 2009 state budget. The
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Lottery will always be impertant, but Massachuseits
desperately needs new and expanded funding for municipal
aid.

(ities and towns cannot sustain a 10-15 percent cut in
general municipal aid next year without significantly higher
reliance on the property tax and reduced municipa' services.
With the Lottery badly missing its revenue benchmarks and
struggling with poor performance, this unmasks a glaring
shortfall in funding for non-school services, as the major non-
property tax source of funds for municipal programs is clearly
not enough to maintain current needs, now and into the
future.

The MMA and others, including the Massachusetts Taxpayers
Foundation, the Center for Urban and Regional Policy at
Northeastern, and the Hamill Commission, support a long-
range plan to devote 40% of the state’s tax revenues to share
with cities and towns, funding expanded municipal and school
aid. This framework would be phased in over time, in careful
consideration of the urgent local need and our concurrent
obligation to make the plan affordable and sustainable for the
state.

Gver-Reliance on the Regressive Froperty Tax

Communities now rely on the property tax to fund 52% of their
budgets, among the very highest of levels in the past 25
years, and residents are calling out for more balanced
solutions, including restoring local aid and broadening the tax
base beyond the property tax.

Main Municipal Revenue Sources
60%
u Property tax levy
State aid

45%

Porcont of Revonues

30%

FyB2 Fya7 FYaz FYs7 Yoz FYo7

Municipal leaders have been standing up at home, and taking
difficult positions to increase local property taxes and cut local
services, not because they want to, but because without
revenue sharing and other local revenue powers, these are
the only choices. Yet these choices are inadequate. So far
this year, 55% of the communities that have attempted
overrides were unsuccessful, and only about 28% of the



override revenues requested have been approved by voters.
The difference has been made up by deep budget cuts,
including closing schools, reducing public safety personnel
and teachers, cutting library hours, deferring important public
“works repairs, and imposing fees on residents.

REVENUE SHARING 1S THE SOLUTION

In the new global economy cities and towns mean more to our
prosperity and success than ever before. The challenge is for
local and state officials to unite and avert the municipal fiscal
crisis that looms on the horizon, and invest in communities to
foster our economic growth.

Revenue Sharing: Dedicating a Fixed Share of State
Tax Collections to Support Local Government
Services and Reduce Reliance on the Property Tax

The Massachusetts Municipal Association is calling for a
revitalized state tax revenue sharing policy based on a fixed
share of state tax collections dedicated to the support of
municipal services and public education. The MMA's “40-10
Plan" recommends that 40% of the state’s three growth taxes
(personal income, corporate excise, and sales) be set aside
for direct municipal and school aid payments and that 10% of
growth taxes (one-quarter of the 40% amount) be dedicated
to a renewed municipal aid program that is currently limited to
Additional Assistance and Lottery distributions.

Revenue sharing has received
widespread support, including
backing by the Massachusetts
Taxpayers Foundation, local officials
from every corner of the
Commonwealth, the Municipal
Finance Task Force, and the Center
for Urban and Regional Policy at
Northeastern University.

“Fixed share” revenue sharing has received widespread
support, including backing by the Massachusetts Taxpayers
Foundation {November 2005) and local officials from every
corner of the Commonwealth, and was included as a key
recommendation in the September 2005 report of the
Municipal Finance Task Force, Local Communities at Risk, and
in the January 2006 report by the Center for Urban and
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Regional Policy at Northeastern University, Revenue Sharing
and the Fulure of the Massachusetts Economy.

The MMA 40-10 Plan is based on historical levels of revenue
sharing over the past two dozen years since Proposition 2%
took effect. If it was in place during the recent recession,
cities and towns would have received local aid cuts that
matched the actual drop in state revenues, and eventually
local aid levels would have been restored as the state's tax
base recovered. For purposes of comparison, the MMA's
analysis shows that at the 40% revenue sharing mark, local
aid would have been restored to pre-recession levels by fiscal
year 2007. As it is, local aid for cities and towns has declined
as a percentage of state tax revenues, and our communities
have imposed municipal service cutbacks, increased property
taxes and still face fiscal distress.

Local Aid as a Percent of State Tax Revenues

32%

26%

19%

7%

FY2002 FY2008

& Total Local Aid  School Aid  Municipal Aid

As this new revenue sharing partnership is put in place, it
could be implemented over time in a way that responds to
fiscal needs at both the state and local levels. The MMA

recommends five years to phase in the proposed municipal aid
program.

Cities and Towns Provide "Building-Block™ Services

Cities and towns in Massachusetts are responsible for a great
variety of public services that are highly valued by citizens and
businesses and play a fundamental role in the state's
economic future. These services include the education of
nearly one million schoo! children; police, fire and emergency
protection for six million residents and for thousands of
businesses; the maintenance of 30 thousand miles of roads
and bridges; and the vital but less heralded cultural and
human services that are provided locally. These local services
are crucial to attracting and retaining families, businesses,
jobs and investment in Massachusetts.




* Local public schools educate for the workforce and higher
education more than 950,000 schoal children, including
40,000 children in mandated bilingual education programs
and 160,000 children who receive special education services
required by state and federal law.

* Municipal police and fire departments protect the safety of
the state's six million residents and the property and
employees of its businesses.

* Local public works departments maintain and plow snow
from the almost 30,000 miles of roads under local jurisdiction,
maintain safe drinking water supplies and wastewater
treatment facilities, and collect and dispose of locally-
generated trash.

* Free public libraries in cities and towns across the state
make available 30 million books and other resources,
including Internet service, for the millions of people who walk
through library doors each year.

* Public health departments, code enforcement agencies and
human and elder service offices ensure safe homes, work
places and neighborhoods, provide services to the homeless
and other needy local citizens.

* Local recreation and conservation commissions protect
open space and other local environmental resources and
provide athletic and other recreational facilities and programs
for local youth.

* State and federal spending mandates impose further
obligations and expensive requirements at the local level to
provide specific services at high standards in areas such as
special education, infrastructure construction, landfill capping,
safe drinking water delivery, and sewage treatment.

The state's compeliing interest in
revenue sharing is based on the vital
importance to economic growth and
prosperity of a first-class system of
public education. and safe and
vibrant cities and towns.

Local voters and elected officials appropriate more than $21
billion to pay for these services, drawing $11 billion from the
tightly capped property tax, the main source of locally
controlled revenues. The enormous mismatch between locally
controlled revenues and local service obligations has
historically and rightly been addressed by state tax revenue
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sharing through a variety cf “local aid" pregrams. Revenue
sharing from the state totals $5.5 billion thic year, or abcut
one-quarter of local spending.

The deep local aid cuts in fiscal 2003 and fiscal 2004
following the 2001 recession have led to disarray and
uncertainty in state revenue sharing policy and to over-use of
the property tax to support municipal and school services.

The unfortunate truth is that these local aid cuts have reduced
the quality of the municipal services that are so important to
our economic prosperity, and communities now rely far too
much on the property tax.

The Concept of Fevenue Sharing

The structure of government services we have here in
Massachusetts presumes a vigorous revenue sharing program
through which state tax coliections are used to ensure that city
and town services can be adequately funded without undue
reliance on the property tax. The state’s compelling interest in
revenue sharing is based on the vital importance to economic
growth and prosperity of a first-class system of public
education, and safe and vibrant cities and towns.

Massachusetts citizens depend on government to provide a
certain array and leve! of services so that they may pursue
their lives and exercise their rights. The state and its cities
and towns provide very different types of public services
although in both cases the services are vitally important to the
citizens that benefit from them.

(ities and towns generally provide broadly used community
services such as public education, police and fire protection,
and local road maintenance and snow plowing — just to name
afew. The state pays for state services, such as public higher
education, the courts and corrections, and state highway
maintenance and other state and local capital programs. A
significant part of the state budget also provides payments to
and provides support for disadvantaged individuals and
families, such as public health and public welfare programs.

State and municipal governments budget roughly similar
amounts for their direct service responsibilities, approximately
$21 billion by focal government for Fiscal 2008, including
spending from state revenue sharing, and about $24 billion by
state government, after deducting local government
assistance. Including these distributions, state spending this
year is expected to total about $29 billion.

One key piece of this state-local puzzle is the $4 billion in
state tax revenues distributed to local government to help pay
for more than $10 billion in municipal responsibilities for the
operation of schools that is assigned to local government by
state law. A second component is the $1.3 billion in additional
§



assistance and lottery distributions made available to support
municipal services and to reduce refiance on the property tex.

Paying For Government Services as Partners

While there is a rough level of parity in the scope of state and
local government services, measured in dollar terms, there is
a significant inequality between the ability of the two levels of
government {o raise the revenues necessary to support these
services. The state retains full control over what taxes may be
levied at both the state and local level.

The property tax is the only major tax available to local
government. The state levies the personal income tax, the
sales and use taxes, the corporate excise and several others.
Local government administers the regressive local property
tax while the state has available to it a range of less
regressive and more progressive tax options.

State and local taxes are paid by businesses and residents of
all cities and towns in expectation of adequately funded
services at both the state and local level. This mismatch in
taxing authority can be balanced if the state shares tax
revenues with focal government.

Comparison of Tax Self-Sufficiency for State
and Local Government

$25
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A revenue sharing plan for the future should recognize the
higl: value that citizens attach to both locally provided services
and to state services and acknowledge that local governments
cannot support municipal services with only the property tax,
and thus it is imperative that the state share its tax revenues.

Revenue sharing has many core benefits, in that it allows
communities to plan, ensures stability and predictability, allows
for adequate funding of key services, grows with the economy,
ensures a level of equity across all cities and towns in the
ability to provide certain basic levels of municipat services, and
provide protections during an economic downturn. A good
revenue sharing plan also recognizes that communities are
best able to prioritize and shape the types and levels of local
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services and the state shiould not try to micro-manage local
services through such devices as earmarking.

In Massachusetts, the state and its local governments provide
very different types of high quality services for state residents.
At toth levels of government, these services are valued anc
supported by residents and taxpayers as essential to a high
quality of life. Because the Legislature has sole authority to
enact taxes as well as a disproportionate ability under current
tax law {o raise revenues in relation to the services it has a
direct responsibility to provide, the state must recognize its
obligation to share its tax collections with local government to
help pay for municipal services and to avoid over-reliance on
the local property tax. State revenue sharing policy must
acknowledge that the property tax is regressive compared to
others taxes available for use by state and local government in
Massachusetts.

AUGMENTING REVENUE SHARING WITH KEY
LEGISLATION AND POLICIES

There is no one magic or easy solution to the problems
confronting communities. (ities and towns here in
Massachusetts need a number of vital tools in addition to
revenue sharing and local aid — expanded revenue raising
powers in the form of local option taxes, greater control over
the local property tax base by closing the telecommunications
tax loophole, and greater management authority in the form of
parity with state officials in their ability to shape personnel
benefits and manage day-to-day affairs. These are all steps
on the road to recovery.

Local leaders are willing to take on the added responsibility of
implementing other local taxes, such as meals and lodging
taxes, if given that power. Similarly, if state officials need to
enact additional revenues to balance their budget and fund
essential priorities for the good of the state, from
infrastructure investment to human services to revenue
sharing, local leaders will stand up with them.

Local Option Taxes to Diversify Local Revenues ang
Reduce Reliance on ihe Froperty Tax

Local government in Massachusetts has strictly limited
authority to raise taxes, mainly the property tax and a few
much smaller taxes such as the motor vehicle and boat
excises and the local option room occupancy and jet fuel
excises. Most states authorize their local governments to
implement a much broader array of local option taxes,
including local option sales taxes, and even local payroli taxes.

At a minimum, the Massachusetts Municipal Association urges

the Commonwealth to authorize cities and towns to adopt a

local option meals tax of up to 2%, and an increase of up to
6



2% in the current local option hotel-motel tax, which would
immediately allow many communities to diversity their
revenues, reduce their overall reliance on the property tax,
and fund core services that are essential to the region.
Further, the Legislature could work with municipal and state
stakeholders to examine other ways to diversify local revenue
sources and to provide an alternative to the property tax.

Closing the Telecommunications Tax Loophaie

The state’s property tax law is old and outdated, and in too
many instances has not kept up with rapidly changing social
and business practices. There are loopholes in the law that
enable certain taxpayers, most recently telecommunication
companies, to avoid local taxation simply by changing
businesses practices or company status. This exemption,
provided decades ago, no longer serves its original purpose,
and allows telephone companies to dodge nearly $80 million
in taxes and shift the burden onto the homeowners,
businesses and remaining taxpayers in the community. The
MMA recommends closing the telecommunications loophole
that has allowed telephone companies to avoid paying their
fair share of iocal property taxes.

Expanding Targeted Property Tax Relief

The property tax burden is a major concern for municipal
officials in cities and towns across the state, poor and wealthy,
who increasingly find elderly homeowners and other needy
taxpayers experiencing real hardship due to normal property
tax increases and the impact of override and exclusion votes.

Property taxes are necessary to fund local services, the
current system of exemptions and abatements at the local
level and the state administered property tax “circuit breaker”
in the state income tax isn't providing adequate relief to many
taxpayers who qualify and is missing many other burdened
taxpayers completely. The most effective means of reducing
overall local reliance on the property tax is to enact the
permanent 40-10 revenue sharing plan, so that cities and
towns can fund vitat local services and lower the percentage of
local budgets funded through real estate taxes. Beyond
revenue sharing, additional measures can be offered to
augment, improve and target tax relief, including the state
circuit breaker program, which is funded through the state’s
more progressive tax system.

Further, state and municipal officials can work together to
evaluate the system of property tax relief in the so-called
“clause exemption” programs to ensure that needy taxpayers
are receiving adequate relief across all cities and towns.
Reforms or expansions could be drafted to provide effective
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and targeted tax relief, without eroding the ability of
communities to fund services.

4daressing e Future o1 Funding EJucation

The state's partnership with cities and towns and the
investment in municipal and school services takes shape in a
real way through the great variety of Cherry Sheet and other
allocations of state assistance to individual cities and towns.
These payments and programs frequently reflect joint
commitments to achieve worthy program goals, such as
community policing or special education services for disabled
students.

The Patrick-Murray Administration's Readiness Project will
provide an opportunity to review the Chapter 70 school
finance law, particularly the “Foundation Budget" that defines
the minimum level of adequate spending for each municipal
and regional school district. The MMA, working with the
education community, believes that the 15-year old foundation
standard does not reflect the current cost of funding first-rate
schools and should be updated. Indeed, most analysts agree
that cities, towns and school districts generally spend an
average of 20% more than the Foundation Budget in order to
provide a basic education. Further, to help reduce reliance on
the property tax and bring Massachusetts in line with most
other states, the MMA recommends that Chapter 70 be based
on a fair fifty-fifty state-local sharing of the statewide cost of
schools rather than the almost sixty-forty split that is now
state policy.
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While charter schools have become a part of public education
here in Massachusetts, the flawed funding system creates
tremendous animosity and hardship locally, and the system
needs to be reformed. Dozens of communities have been
forced to cut their own public school services due to losses in
Chapter 70 aid caused by the flawed charter school funding
system. Even as the Readiness Project takes a fresh look at
how charter schools could constructively fit into our education
program, it is imperative that the state’s fiscal 2009 budget
address this major issue by holding local districts harmiess
from further losses, and ensuring adequate levels of aid,
including at least minimum aid for all. This is an immediate
and urgent issue that must be resolved.

Funding Key Muncipak-Side rrogizns

On the municipal side, police, fire and other public safety
services are dependent on an adequate and predictable
stream of municipal aid that is not earmarked for school
budgets or for any other purpose. This year, Additional
Assistance and Lottery distributions totaled $1.3 billion in



flexible unearmarked revenues for loce! appropriations, a bare
minimum level of discretionary aid.

Flexible (unearmarked) aid distributions must be the guiding
policy for the state and dedicated revenues should be used for
limited joint programs. Past experiences have clearly shown
that it is not possible for state policy makers to develop
mandate-based programs and formulas that anticipate needs
and preferences across all 351 cities and towns. General
discretionary municipal aid is essential to allow cities and
towns to fund the full range of vital local services without state
interference and the inefficiencies that would result.

There are a number of smaller but very important targeted
programs that contribute to joint state-local public safety
goals and public policies, including the police incentive pay
program, community policing grants, the payment-in-lieu-of-
taxes program, and school transportation reimbursements.
These are important state investments that dedicate revenue
for particular purposes, and state and local leaders shoutd
work as partners to ensure that the state's level of funding
and reimbursement is appropriate to meet local needs.

WORKING TOGETHER TO STRENGTHEN QUR
ECONCMY AND OUR COMMUNITIES

These are very challenging times for state and local leaders,
as municipal and Commonwealth officials have struggled to
deliver essential government services, balance budgets and
deal with the fallout from a sagging economy that has seen
Massachusetts lose tens of thousands of jobs and thousands
of residents and famifies to competitor states.

As we look ahead to fiscal 2009,
revenue sharing and reinvesting in
municipal aid must be a top priority
for two related and compelling
reasons: to sclve the fiscal distress
that is extending its reach to nearly
every city and town, and to ensure a
turnaround in our sagging and
underperforming state economy.
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Cities and towns are facing fiscal distress, having increased
their reliarice on the regressive property tax to a ¢5-year high,
eliminated or reduced important services, depleted reserves,
and projecting major structural deficits for fiscal 2009 and
beyond. We have the opportunity to establish a stronger and
more robust fiscal partnership anchored by revenue sharing
and increased local aid, and keep this distress from growing
into a widespread fiscal crisis.

The MMA'’s 40-10 Revenue Sharing Plan calls for 40% of the
state’s three growth taxes (personal income, corporate excise,
and sales) being set aside for direct municipal and school aid
payments and that 10% of growth taxes (one-quarter of the
40% amount) be dedicated to a renewed municipal aid
program that is currently limited to Additional Assistance and
Lettery distributions.

“Fixed share” revenue sharing has received widespread
support, including backing by the Massachusetts Taxpayers
Foundation (November 2005} and local officials from every
corner of the Commonwealth, and was included as a key
recommendation in the September 2005 report of the
Municipat Finance Task Force, Local Communities at Risk, and
in the January 2006 report by the Center for Urban and
Regional Policy at Northeastern University, Revenue Sharing
and the Future of the Massachusetts Economy.

The MMA 40-10 plan is based on historical levels of revenue
sharing over the past two dozen years since Proposition 22
took effect. As this new revenue sharing partnership is put in
place, it would be implemented over time in a way that
responds to fiscal needs and obligations at both the state and
local levels. The MMA recommends five years to phase in the
proposed municipal aid program.

Kevenue Shering is a Partnership for the Future

Now, more than ever, municipal and state leaders must stand
together as partners to overcome the challenges and
obstacles ahead and build a stronger Massachusetts for our
residents and businesses. We must be open to change,
innovation and shared responsibility. We must recognize that
our economic competition is not New England or the rest of
the nation - it is global. We must be prepared to listen and
act, not just on state or local ideas, but all good ideas. To do
this, we must maintain a dynamic dialogue, both formal and
informal, to quide and shape this new partnership.
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Municipal meltdown
The view is nearly unanimous: Cities and towns are in big trouble. Agreeing on what to do about it is another matter.
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A MAJESTIC GROVE of evergreen trees overlooks the town swimming pools in West Boylston’s Goodale Park. For Dennis
Mulryan, it's a sentimental spot. The longtime resident of the Worcester suburb worked there as a lifeguard, met his wife
poolside, and saw his son take up his old job of keeping an eye on swimmers. But on a muggy afternoon this past summer,
there were no youngsters splashing around in the water; instead there were pine cones and needles covering the floor of the
kiddie pool and a heap of concrete chunks sitting at one end of the main swimming area. After more than five years of budget
cuts, the parks department doesn’t have the $1 million needed to refurbish the 1950s-era facility.

The pool has been closed for two years now. Not that residents didn’t knock themselves out trying to keep it open with
volunteers and donations, including a $6,000 bequest from a former town moderator. And Mulryan, the chairman of the town’s
Board of Parks Commissioners, surely went beyond the call of duty. A scuba diving enthusiast, he learned how to plug leaks

with putty while underwater, and did his best to keep things patched up. But the discovery of more extensive structural defects
sealed the pool’s fate.

A volunteer parks commissioner in scuba gear armed with a tube of putty? |s this what it has come to for Massachusetts cities
and towns? Increasingly, yes.



Dennis Mulryan lost his fight to keep open
West Boylston's town swimming pools.

The West Boylston pool story stands out because it was an attempt to hold things together almost literally with chewing gum, but
other Massachusetts communities have their own examples of retreat from services that had long been taken for granted as
worthy, if not essential, roles of local government. In Saugus, the complete shutdown of the town library made headlines earlier
this year. In Stoneham, residents faced a possible elimination of all high school sports. And the town of Randolph stopped
providing school bus service to all except special education students and others with extraordinary needs.

Local governments on the ropes aren’t exactly new to the Bay State. Chelsea and Springfield have both served as poster
children in recent years for fiscal dysfunction. The difference now is that the problems are not just hitting struggling older cities,
but are increasingly finding their way to middle-class suburbs. Today’s communities on the edge are the West Boylstons,
Stonehams, and Sauguses—places where libraries and pools were never regarded as perks, but as time-honored touchstones
of community life.

For more and more Massachusetts cities and towns, the financial equation isn’'t adding up. The costs of local government are
simply rising at a rate far faster than the revenues used to pay for services. Though homeowners have been howling over
steadily rising bills, overall property tax collections are held in check by Proposition 2 1/2, the state’s landmark tax cap measure.
State aid to cities and towns, which has become an increasingly important source of funding for local governments because of
the property tax cap, has risen only modestly in recent years—after deep cuts during the state budget crisis several years ago.
Add soaring health care and pension costs, and you have a recipe for municipal disaster. One result has been a creeping
government-by-subscription, with residents now asked to pay out of pocket for everything from trash pick-up to joining the high
school football team, while local officials cast about for creative fixes to keep core departments running.

“Communities have been underfunding their libraries_ their public works programs, their recreation programs. for years” says
Geoff Beckwith, executive director of the Massachusetts Municipal Association, the statewide lobbying group for cities and
Jowns. He calls it a “quiet crisis” that has been building over time.

His cry of crisis finds an echo from a most unlikely corner. Barbara Anderson was one of the architects of Proposition 2 1/2, and

she remains the state’s most prominent anti-tax activist. But even Anderson says municipal government is in a true state of peril
“[It's] not just the usual ‘the sky is falling’ that you hear all the time,” she says. “This time | think the sky really is going to fall.”

Fiscal problems aren't limited to older cities. They are now hitting middle-class suburbs too.

When the leader of the Massachusetts Municipal Association (a group whose initials are mocked by critics to mean “more
money always”) and the state’s leading anti-tax advocate agree that cities and towns are in trouble, people should pay attention.
But what to do about the crisis is where the agreement ends. While Beckwith and other municipal advocates invariably point to
the need for more revenue—from an increase in state aid to its former levels, from Proposition 2 1/2 overrides, or from new
options for raising revenue—Anderson sees it as a spending problem, with communities unable or unwilling to get a handle on
things like public employee salaries and benefits.



Perhaps there is an opening for solutions that draw from both viewpoints. in a Boston Globe op-ed this spring, David Luberoff,
executive director of Harvard's Rappaport Institute for Greater Boston, called for a “grand bargain” between the state and cities
and towns, one that would include new revenue for cash-strapped local government but would also require communities to
adopt certain management reforms. The Patrick administration has offered a version of this with a set of proposals put forth
earlier this year. It would be nice to believe that this kind of thinking could lead cities and towns out of the hole they are in. But
no one expects a major attitude adjustment any time soon.

TAXING SITUATION

The town common in Stoneham is dominated by a traditional gazebo at one end and perennial flower beds throughout. It is the
nexus of municipal life, with the town hall, a post office, and police and fire stations sitting along three sides of the park. But what
happens on the green itself may soon be as important to the operation of town government as what takes place in the buildings
alongside it.

The defeat of a $3 million Proposition 2 1/2 override in June, the second in three years, led to a high-profile bout of soul-
searching. At an August special town meeting, Stoneham voters approved a $200-per-residential-unit trash fee that will bring in
$1.3 million. The schools received $750,000, saving the day for the high school sports programs, and other departments divided
the remainder. But the fee was a one-time assessment, making for a stopgap measure that solves Stoneham’s problems only
for this year.

Randy Perillo, a stay-at-home Stoneham dad, envisions the town common as the staging ground for a civic renewal that fills the
holes created by the budget crunch. Perillo, who distributes an email newsletter on town affairs to some 400 families, is trying to
help residents become better-informed about Stoneham’s financial issues. He is also organizing fundraising events on the
common that benefit programs from youth sports to the police and fire departments.

Town administrator David Ragucci supports Perillo’s efforts for a simple reason: He sees droves of people stepping up to the
plate to contribute if they see a clear path for their dollars to go directly to sports programs or other things they care about: But
he says those same residents recoil at requests for tax overrides to support general operating costs, including pay raises and
employee benefit costs that are more and more rapidly draining many municipal coffers. To John Hamill, chairman of Sovereign
Bank New England, who has headed two task forces on municipal finances over the last 18 years, helping local budgets through
bake sales is a noble venture, but it's no substitute for a shoring up of local government finances. “It's a good thing,” says
Hamill, “but it's not going to make the difference.”

Ragucci doesn’t pretend that it will take care of Stoneham’s woes, either. At the edge of the common, in Town Hall, he and the
town accountant, Ron Florino, add up the factors that explain why the generous impulses of a few good citizens won’t begin to
solve the town’s big problems. Like most municipalities, the town’s quandaries begin with health insurance costs. Health care
costs consume $7 million, or 12 percent, of the town's current $58 million budget. Five years ago, health insurance consumed 5
percent to 6 percent of the budget.

Stoneham has also been pretty aggressive in funding its employee pension liabilities. The town participates in the state’s public
employee pension fund and is on track to be fully funded by 2018, well before the state-mandated deadline. That's hard enough
to do, Ragucci says, with money needed elsewhere. But the tab for retiree health care benefits, about $50 miilion, is also
looming. “One million plus per year will bankrupt us right now,” he says of the amount needed to begin funding future heaith care
costs for retirees. “Not only Stoneham, but most other communities.”

Cleary, municipal officials are going to have to get creative about how they finance local government. For a start, Ragucci has
switched health care providers from Blue Cross Blue Shield to Tufts Health Pian, which will transiate into $250,000 in savings on
premiums. Ragucci also notes that a more lucrative use could be found for 3.5 acres of land that now constitute the town dump.
He has even entertained the idea of purchasing life insurance policies on town employees, with the town designated among the
beneficiaries, to pay for a portion of its unfunded health care and pension liabilities. “We're not cry-babying about anything that's
happening in Stoneham,” says Ragucci, who is now staring at a $700,000 deficit for fiscal 2009 (which could increase to $2
million if other unions reach agreements similar to a recently negotiated teachers’ pact). “We are looking at innovative ways of
spending our money and utilizing our assets in a better way.”

Health care consumes 12 percent of Stoneham's budget, up from 5 percent only a few years ago.

Some municipal managers dream of commercial development as the answer to their problems, but new business doesn’t
always spell long-term relief. A housing and commercial construction boom a decade ago in West Boylston helped keep the
town afloat until investment funds dried up, leading to an unsuccessful $3.1 million override vote in May. In Saugus, the busy



Route 1 business corridor hasn’t helped forestall financial stress, since only about 30 percent of the town’s revenues come from
commercial property. Saugus Chamber of Commerce president Jim Morin explains that most businesses are of the “mom and
pop” variety, as opposed to the outlets of deep-pocketed national chains that many communities covet.

Stoneham town administrator David
Ragucci says voters like sports programs but
hate paying for general operating costs.

While anti-tax sentiment seems to be running high across the state, it has had many years to get embedded into the political
landscape. Modern-day disillusionment with taxation crystallized under President Ronald Reagan. “Government is not the
solution to our probiem; it is the problem,” Reagan declared in his first inaugural address, setting the tone for an era of harsh
views toward taxes and government spending. tn Massachusetts, rising anti-tax attitudes translated into passage of Proposition
2 1/2, approved by voters on the same election day in 1980 that swept Reagan into office.

Under that law, cities and towns cannot increase their overall tax levy by more than 2.5 percent a year, and the total tax levy
cannot exceed 2.5 percent of the full market value of all taxable property in the community. Passage of the property tax cap
measure led to a significant increase in state aid to municipalities, but those payments have not keep pace recently with rising
local costs. The Massachusetts Municipal Association projects that 54 percent of municipal revenues statewide will originate
with the property tax in fiscal 2008, up from the low point of 46 percent in 1988. (It was 59 percent in fiscal 1981, before
Proposition 2 1/2.)

So municipal officials trudge up to Beacon Hill, hat in hand. At a recent Local Government Advisory Council meeting, they called
on the Patrick administration to support increased funding for cities and towns, including benchmarking local aid to 40 percent of
all state revenues. Lawmakers are sympathetic, but they believe they have done right by municipalities, given demands
elsewhere in the state budget. “The state has been more than generous and more than an equal partner with every single city
and town in the state,” Rep. John Binienda, a Worcester Democrat, told the State House News Service in September. “They
should be thanking us.”

The latest property tax revolt peaked as a confluence of events reduced the dollars coming into municipal coffers. In contrast to
the 1990s, when Massachusetts was comparatively flush with funds, in 2002 the state experienced a 15 percent decline in
revenue, thanks to stock market woes and a recession that coincided with an income tax cut. Local aid payments from the state
are now nearly 12 percent below the fiscal 2001 level. What's more, most local aid increases since the 1990s have gone to
education aid, limiting monies available for other services.

“Even if we were treading water and had local aid at the same levels, there would be a need to invest more,” says Mass
Municipal's Beckwith. That's partly because rising fuel and construction costs, as well as debt service charges, are eating up the
new dollars coming in. But the biggest municipal budget buster in many communities is employee health insurance. A recent
joint study by the Boston Municipal Research Bureau and the Massachusetts Taxpayers Foundation reported that from fiscal
2001 to fiscal 2005, health care costs rose 63 percent, even as municipal budgets overall went up by only 15 percent.



“In an era of declining resources, health care and fixed costs to the town are rising at an explosive rate, higher than what we can
raise through Proposition 2 1/2 constraints,” says Leon Gaumond, the town administrator in West Boylston, where a $3.1 million
override request was voted down last spring by a 3-to-1 margin.

As of early September, 66 cities and towns had either taken at least one property tax override vote or were scheduled to for
fiscal 2008. While that isn’t a historic high, municipal leaders say that it’s becoming increasingly frequent for towns to schedule
multiple override attempts only a few months apart from each other. Bridgewater, Dartmouth, Norton, and Groton have each
voted twice this year on override requests, a trend that shows how tight things are, according to Beckwith.

Indeed, cost pressures have effectively transformed the Proposition 2 1/2 override into the default revenue raising mechanism
for local government. “There is no place [else] for us to go,” says Andrew Bisignani, the town manager of Saugus, where a $5.2
million property tax hike override failed in April.

HEALTH CARE PRESCRIPTIONS

The fiscal stresses facing cities and towns got plenty of attention in last year’'s gubernatorial campaign, with candidate Deval
Patrick often zeroing in on the shaky condition of local government. “Unless we are approaching these things with forethought,
then we're really not going to break this cycle that it seems we’re in, where cities and towns are having to figure out patches
year after year—and frequently that patch is a 2 1/2 override, which, for operating [expenses], is just not a sustainable model,”
Patrick told CommonWealth in an August 2006 interview.

Six weeks after taking office, Gov. Patrick proposed a series of measures designed to shore up the financial health of cities and
towns. The Municipal Partnership Act combines reforms aimed at cost savings in health insurance and pensions with a new set
of tax-raising options to help communities boost revenues.

With exploding health insurance and pension costs at the center of the fiscal storm, it is perhaps not surprising that the two
components of Patrick’s plan that have been passed by the Legislature and signed into law deal with those issues.
Municipalities can now join the Group Insurance Commission, which provides health insurance coverage to 286,000 state
employees and retirees. Using its bulk purchasing power and other negotiating clout, the GIC has held down increases in health
care premium costs far better in recent years than have cities and towns, making it an attractive option for municipal managers.
(Between 2001 and 2006, municipal health care costs grew 84 percent, while Group Insurance Commission costs grew 47
percent, according to the Boston Municipal Research Bureau and Massachusetts Taxpayers Foundation’s 2007 report on
municipal health reform.) However, the legislation requires that communities secure approval to join the state system from 70
percent of a municipality’s public employee committee, a panel made up of union representatives and retired municipal workers.

The Legislature also approved a measure submitted by Patrick that requires the 25 cities and towns with underperforming
municipal pension plans to move their assets into the Pension Reserves Investment Trust, the state public employee pension
fund.

The Group Insurance Commission provision, which has created the most buzz among municipal officials, has garnered mixed
reviews. In contrast to their municipal counterparts, unions covered by the state system have no say in copayment levels,
hospitalization charges, and other elements of health plan design. Given that, many municipal leaders say it will be hard to
convince local unions to join the GIC system. In their report, the Boston Municipal Research Bureau and the Massachusetts
Taxpayers Foundation claimed that, by joining the GIC, cities and towns could save $100 million in fiscal 2009, $750 million in
fiscal 2013, and $2.5 billion in fiscal 2018. But the report also labeled the requirement for collective bargaining approval “a
stumbling block.”

Towns can join the state's health plan, but only if unions give their approval.

At his September press conference announcing his plans on casino gambling, the governor conceded that his administration
“had to do more work to encourage cities and towns to take advantage of the cost control opportunities presented by the MPA.”
He did not spell out how his administration might take the pressure off municipalities in the next two fiscal years before those
savings can be realized.

Hamill, the Sovereign bank executive and longtime municipal affairs expert, insists critics will be proven wrong as the new GIC
opt-in has time to take hold. The idea of bringing cities and towns into the state system “has been out there for a long time,” and
“no one wanted to take it on,” he says.



“It isn’t going to be an overnight sensation,” says Leslie Kirwan, Patrick’s secretary of administration and finance. “But these
problems didn’t happen overnight, either.” As of mid September, three communities had signed onto the state system.

Some supporters of the GIC measure argue that making it more ambitious would have alienated unions and doomed the
legislation. They point out that two years ago the Massachusetts Teachers Association helped scuttle a bill that would have
allowed municipalities to join the state system without consulting unions. This time around, the teachers’ union and AFSCME
were on board, though the Professional Fire Fighters of Massachusetts opposed the law.

Kirwan says the towns and cities that join the GIC, as Springfield has, will see savings in a relatively short period of time. That,
in turn, will temper growth in property taxes and will allow communities to invest in neglected areas. “Those savings will make
the case to other communities and public employee unions that they should do the same,” she says.

In Quincy, health insurance costs were a key issue in a contract showdown in June that resulted in illegal four-day strike by the
city's 900 teachers. As part of the contract setttement, city leaders got the teachers to agree to reopen the health coverage
negotiations should Patrick’s proposal, then still pending, become law. But other city unions would still have to agree to join the
state system, something the president of the teachers union doubts there will be much interest in. “Getting municipal unions to
act in concert,” says Paul Philfips, is “a lot like herding cats.”

At any rate, “the health insurance and pension reforms are partial solutions, not the structural changes that will make a long
lasting difference,” says Tim Brennan, executive director of the Pioneer Valley Planning Commission. He sees the local option
taxes that Patrick also proposed as one structural fix. Those provisions of the Municipal Partnership Act would allow
communities to increase the hotel tax from 4 percent to 5 percent and to levy a local meals tax of up to 2 percent (on top of the
state tax). Patrick also proposed eliminating a longstanding property tax exemption on telephone company poles and wires.

Lawmakers balk at local meals taxes: 'People are afraid of not having uniformity.’

Of these local-option provisions, the proposed meals tax has met with stiffest resistance in the Legislature. The fact that
restaurant-rich communities would seem to benefit far more than other cities and towns would is one factor hurting its prospects.
“People are afraid of not having uniformity,” says Rep. Paul Casey, a Winchester Democrat.

That means Massachusetts communities, for now at least, won’t be able to take advantage of well-established taxation
mechanisms that localities rely on elsewhere. Arizona, California, Florida, Michigan, New Jersey, New York, North Carolina,
Pennsylvania, and Washington state all permit municipalities to levy an additional sales or income tax in addition to the property
tax, according to the 2006 report by Northeastern University’s Center for Urban and Regional Policy. A 2007 Boston Foundation
study of the taxation powers of Boston and six other cities—Atlanta, Chicago, Denver, New York, San Francisco, and Seattle—
found that Boston fared the worst. In 2003, Boston saw 60 percent of its revenues come from property taxes, while the
comparable figure in Seattle was 27 percent {the next highest) and in Chicago was 12 percent (the lowest). All but Boston
received revenues from sales taxes. Boston had only four taxes overall, including the property tax; the others anywhere from
three to seven times that figure.

ALL TOGETHER NOW

One concept for easing the fiscal crunch facing local government that nearly everyone professes support for is regionalism.
Massachusetts certainly is no stranger to joint purchasing, health insurance collaboratives, and other regional initiatives. The
chailenge is to extend those models to areas where there are significant savings to be gained in municipal services delivery—
not through a return to unfondly remembered county government, but not by reinventing the wheel, either, when the state’s 13
regional planning councils already coordinate numerous programs among cities and towns.

The future of municipal government in Massachusetts has to be focused on regionalization, says Gaumond, the West Boylston
town administrator. “Economies of scale are going to be the thing that gets us through the next several decades,” he says.
Public safety may be a sector particularly well suited to municipal alfiances. Thirteen Essex County communities are currently
studying a proposal to consolidate their individual public safety dispatch units into a central location to handle police, fire, and
ambulance calls. Under mutual aid pacts, many fire departments are aiready operating on a de facto regional basis.

Other states have established specific programs to stimulate regional cooperation. Maine’s Fund for the Efficient Delivery of
Local and Regional Services takes 2 percent, or about $2 million of municipal revenue sharing funds each year, and allows one
or more other applicants to apply for grants to develop collaborative arrangements such as municipal service consolidation,
regional emergency dispatch, and recycling and waste management projects.



But there are several significant barriers to regionalization in Massachusetts. One is the contradiction between state policy and
practice. While state officials encourage municipalities to work together, there are laws on the books that make collaboration
difficult. For example, current law requires the approval of town meeting in order for communities to enter into agreements with
other towns to jointly contract for services. A bill pending in the Legislature would allow town administrators to strike such deals
on their own.

Quite a bit of state policy promotes the importance of regionalization in areas such as smart growth and homeland security
planning, but there are no tools available to facilitate the process, says Linda Dunlavy, executive director of the Frankiin
Regional Council of Governments, an umbreila group comprising the 26 towns of Franklin County. Another obstacle to regional
agreements is the lack of groups like Dunlavy’s in other parts of the state. “They don’t have an organization to say, ‘We will work
together to form a building inspection program for 17 towns,” she says.

The idea of tinkering with Propisition 2 1/2 and its tax cap sets off alarms on Beacon Hill.

The principal roadblock to more cost-saving regional agreements, however, may be the tradition of home rule itself, which
fosters an inviolable sense of local autonomy—a cherished, if quaint, notion even when things are falling apart. Accustomed to
running local affairs as they see fit, some municipal officials may simply balk at joining forces with others, especiaily if voters in
any one of the affected towns believe that those alliances could result in inferior programs or services. “One of the real
fundamental issues is the way we run our railroad here in Massachusetts, with 351 cities and towns [each] like its own fiefdom.
And they do things 351 different ways,” says Rep. Rachel Kaprielian, a Watertown Democrat and co-sponsor of the GIC
legislation.

In the meantime, the Patrick administration has proposed a commission to study ways for the state to provide incentives for the
regionalization of municipal tasks such as budgeting, economic development, and capital planning. No one argues that there
aren’t efficiencies to be gained from regionalization, says Samuel Tyler, president of the Boston Municipal Research Bureau.
“The question is,” he says, “is it going to require a fiscal crisis to make that happen?”

OVERRIDING CONCERNS

Though it has long been a third-rail topic, Ragucci, the Stoneham town administrator, goes there anyway. He suggests that
“‘maybe it’s time” to raise the state property tax cap to 3 percent, a move that, he says, would eliminate the need for overrides
and program cuts. But it’s not hard to imagine communities quickly bumping up against a new, slightly higher tax cap. The idea
has long been a nonstarter anyway on Beacon Hill, where the mere suggestion of tinkering with the law sets off alarms. In case
there are any doubts, Kirwan stresses that the governor “has not proposed nor is considering any amendments to Proposition 2
1/2”

Linda Dunlavy, of the Franklin
Regional Council of Governments,
says the state isn't doing enough

to promote regional solutions.



Indeed, some think that despite a steady stream of stories about cash-strapped communities slashing programs and services,
we need to put cities and towns on an even stricter revenue diet. A recently certified initiative petition would lower the annual
allowable increase in the property tax levy from 2.5 percent to 1 percent. The ballot question’s backer, Greg Hyatt of Citizens for
Real Property and Excise Tax Control—a one-time Republican candidate for governor—calls the proposal “a fairly moderate
middle step between reducing the tax and getting rid of it altogether.”

In addition, a bill pending in the Legislature would require 12 months between one override and the next request and also permit
votes on “underrides”—a permanent lowering of the tax limit—by referendum without a recommendation from municipal
legislators. State Sen. Scott Brown, a Wrentham Republican who filed the Citizens for Limited Taxation—backed measure, says
some communities are abusing overrides by treating them as a first option rather than a last one. “If they are doing an override
for operational reasons, there is a basic ledger problem in the community anyway,” says Brown.

But agreement on the nature of the ledger prablem and on solutions that can carry the day politically is proving elusive. In
particular, the Legislature’s reluctance to give cities and towns some additional revenue-raising powers is angering those who
are convinced of the need for more money to fund local government.

“Somebody has got to ask the question, ‘if not this, then what?” says Nathaniel Karns, executive director of the Berkshire
Regional Planning Commission. “Somebady is going to have to show the palitical courage.”

TURNSTILES ON MAIN STREET

There’s no doubt that people enjoy West Boylston’s Beaman Memarial Public Library. Circulation has soared from an estimated
24,000 items in fiscal 1984 to nearly 73,000 in fiscal 2007. Barrowing books, however, doesn’t pay the library’s bills. Every year
since 2003, the library budget has been level-funded or cut. To keep some periodicals on the sheives, the library resorted to an
“adopt a magazine” drive. Of the 92 subscriptions available for “adoption,” residents and businesses have paid for 50. But
adopting magazines won't save Beaman, which is aiready in trouble on two of the four standards needed to maintain state
certification. It doesn’t spend the state-required percentage of its total budget on materials, and it is failing to meet a requirement
of regular increases in the town'’s library budget.

Generous henefits for municipal employees aren’t playing well in the court of public opinion.

Library director Louise Howland isn’t sure whether Beaman will be able to secure a waiver for fiscal 2008 from those
requirements. But if it doesn’t, Beaman will lose its certification, state aid, and interlibrary loan privileges. “In some ways, it is
very draconian, but there has to be some measurable way of holding communities accountable,” says Howland.

But what does it mean to hold communities accountable? There is a strong current of public sentiment that says municipal
officials brought this crisis on themselves by doling out overly generous pay raises to municipal employees and maintaining
benefit packages that most private sectar workers couldn’t dream of having. Residents shouldn’t have to fork over more of their
hard-earned dollars to pay for poor public management, goes this line of thinking. “I really fail to see why the failure of the cities
and towns’ leadership to deal with their unions, which is partly the fault of the state for not giving them the toals, is the fault of
the person stopping by the coffee shop to have lunch,” says Barhara Anderson. She points to cases like that of Wrentham’s
King Philip Regional High School, where the principal retired three years ago, only to take another job as a Rhode Island high
school principal. The district still pays 75 percent of his health insurance premium. When he dies, the benefit goes to his wife.

On the other side of the coin, municipal officials see a disconnect between town hall and the average household. Residents
want the same level of services that they have become accustomed to, but without paying any maore for them than they have in
past years. At one extreme are wild ideas about the ramifications of fiscal breakdown. Bisignani, the Saugus town manager,
says that a woman who stopped by his office during the spring override campaign announced that she was voting no and
encouraging her entire family to do the same. A parent of school-age children, the woman explained she wanted to see Saugus
go into receivership, so that the town could get the resources that Chelsea got during its fiscal crisis. “We'll get all new schools if
the town goes into bankruptcy,” the woman told him.

More common is pure disinterest in the number-crunching. According to Ragucci, the Stoneham administrator, most people,
particularly younger ones, don’t want to delve into the “very dull and boring” world of municipal finance to better understand how
their tax dollars are spent. “You have young families out here who are going out and buying those beautiful, 42-inch flat-screen
TVs, and when the time comes for an override, they say, ‘My taxes are going to go up 200, 400 bucks a year. | can't afford
that.”



Some view the disenchantment with local government simply as an expression of the powerlessness citizens feel with state and
federal government decision-making. “They come down to town meeting, they're frustrated, they are angry, and they can vote
‘no’ here, and their voice is heard,” says Howland.

Other municipal officials believe that, under present conditions, a fiscal meltdown involving multiple communities is inevitable.
“Chelsea’s stress at the time was considered to be an isclated incident,” says Jay Ash, the city manager there. When middie-
class communities like Saugus and Stoneham start to experience problems, Ash says, “that’s a signal that we are getting to the
point that the stress is such that the state is going to have to react.” Amesbury Mayor Thatcher Kezer lll agrees. “You are going
to have a line of local government officials, figuratively speaking, dropping off the keys at the desk of the state saying, “Here,
you own it, we're done,” says Kezer.

Beyond the local quality of life, the fiscal dilemma of many cities and towns signals bigger issues for the state. Much fanfare
accompanies any expansion announcement from a local company or any news from state economic officials that they have
wooed a firm to Massachusetts. But as a 2006 report from Northeastern’s Center for Urban and Regional Policy pointed out,
municipalities stand at the frontlines of any drive for economic growth. If Massachusetts towns and cities offer only minimal
services, companies considering expansion or relocation here may well think twice. Who would blame them for concluding that
skilled workers and managers will be unenthused about landing in a high-cost state where local communities nonetheless
struggle to keep libraries or pools open from year to year?

Voters may not want to delve into the 'very dull and boring' world of municipal finance.

In West Boyiston, Muiryan, the parks commissioner, has more or less resigned himself to the new reality. By defeating the
proposed override earlier this year, the voters have spoken, he says. Possible state grant monies may yet bring the pool back.
But, in a nod to the government-by-subscription trend, he says with only the faintest trace of humor, the town seems to be
somewhere between keeping parks free and putting up turnstiles and charging to waik on the grass. “Who knows what is going
to happen?” he says. “I don't think the ‘pay-as-you-go’ and the a la carte mentality is going to go away for a long time.”
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A Fiscal ‘Tsunami’

The government's top watchdog warns of a coming catastrophe.

By Jeffrey Bartholet
NEWSWEEK WEB EXCLUSIVE
Updated: 12:12 PM ET Nov 14, 2007

David Walker can sound like a modern-day prophet of doom, warning about the gross
irresponsibility of his countrymen and the disaster that awaits them if nothing is done. Put a
scraggly beard on him, replace the neatly pressed suit with a tattered frock, and you could drop a
coin in his cup and walk on by. But Walker is frighteningly sane. A former partner at Arthur
Anderson LLP, he has been the comptroller general of the United States and head of the
Government Accountability Office since he was appointed to a 15-year term in 1998. The GAO is
a nonpartisan agency that investigates, on behalf of Congress, how the government is
performing. It then issues thoroughly researched and often critical reviews. If the federal
government is not spending taxpayers’ money effectively, it's Walker's job to hoiler. He's hollering
now——mainly about a severe fiscal crisis that will strike the United States as baby boomers reach
retirement age. His fears are supported by economists from the left-leaning Brookings Institution
and the conservative Heritage Foundation. NEWSWEEK's Jeffrey Bartholet spoke to Walker at
his office in downtown Washington. Excerpts:

NEWSWEEK: You have likened the situation here in the United States to the fall of the
Roman Republic. Do you foresee the decline and fall of the United States?

David Walker: | don't believe that the United States will decline and fall, but | think it's important
that we wake up and recognize that we are seeing some of the same warning signs that existed
with the Roman Republic. There are many peaple who think the United States is the longest-
standing republic in the history of mankind, and that's not true. Rome lasted over double the
period of time that we have existed so far, and it is important that we make tough choices to make
sure that we are the first republic to stand the test of time.

So what are the changes [that are needed], in a nutshell?

To a great extent, we have a situation where people are too focused on today and not taking
enough steps to prepare for a better tomorrow. In the fiscal realm, people have a false sense of
security, because our deficits have come down for three years in a row, and they think we are on
the right path, when in reality the structural imbalance between our long-range commitments and
our projected revenues has continued to grow every year. As a result, we don't have the sense of
urgency that is needed in order to make prudent changes, sooner rather than later, and that is
one of the reasons that | have been speaking out.

Let me ask you specifically about Social Security. Tax-paying Americans receive
statements from the government telling them how much they should expect to receive in
Social Security when they retire. Are those statements a fiction?

No, they're not a fiction, but there is also a footnote in those statements that says that starting in
about 2041, absent reform, Social Security only has enough revenues to pay about 73 cents of
every dollar of promised benefits. So, no, they are not a fiction, but footnotes are an integral part
of statements, and one needs to read the footnotes. The ultimate irony is that Social Security is
the easiest problem that we have to fix.

Sum up for me the fiscal situation with Medicare and Medicaid. How long will those

http://www.newsweek.com/id/70378/output/print L1/15/2007
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programs be sustainable?

Well, they're not sustainable right now. Let me just give you some statistics to put it in
perspective. Social Security is underfunded [meaning there's a gap between dedicated funding
and benefits] by $6 trillion in current-dollar terms. Medicare is underfunded by over $32 trillion in
current-dollar terms, of which the Medicare prescription-drug benefit is underfunded by $8 trillion.

When people see these statistics, eyes tend to glaze over. There is not a sense of urgency
out there in the land. So why should people feel a sense of urgency? Politicians aren’t
expressing a sense of urgency. No one feels that the crunch is coming tomorrow.

We have a failure of leadership in America, and it is a bipartisan probiem.

When does this become a crisis?

First, Medicare is already in a negative cash-flow position. The Social Security surplus will start to
decline in 2009. 1t is estimated to have negative cash flow in 2017. So those are some interim
dates, but the most likely fiscal crisis that we would see is a reluctance on behalf of foreign
investors to continue to buy our debt at the rates that they have in the past, for the interest rates
that we are providing.

That is happening already. The Chinese are talking about moving [more] of their money
into euros.

And OPEC nations are doing the same. The OPEC nations started before the Chinese did ... tis
really frustrating when the numbers are clear and compelling and when you know that you have a
tsunami of spending that is heading for your shores, and yet you still have people partying on the
beach. That is analogous to the situation that we face. At the same time, elected officials don't like
to have to make tough choices, unless and until it is necessary, because they are afraid they
might lose their job. My view is there are only two ways that you can achieve dramatic and
fundamental reforms, one of which is if you have a crisis. The second is if you have committed,
inspired, and determined leadership, and | personally think the second is preferable to the first.

Does the current social contract, whereby Americans at a certain age are entitled to Social
Security payments and medical coverage, need to be scrapped or rewritten?

I think there is no question that we are going to have to review the current social contract. There
will have to be madifications to both Social Security and Medicare; much greater modifications to
Medicare than Social Security because the financing gap is multiple times greater. And | think we
also have to recognize that our Medicare challenge is really a subset of the broader health-care
challenge. Ultimately, we are going to have to reform our entire health-care system in instaliments
over a number of years because if there is one thing that could bankrupt America, it is health-care
costs.

To your mind, are any of the candidates out there in the '08 campaign offering sensible
ideas to address these issues?

Once the nominees have effectively been determined, which | think will be in February or March
of 2008, then | plan to focus more attention on what their specific proposals are, and | also
propose to offer them a briefing on fiscal and other issues based upon GAQO's good work. | have
already had several candidates ask me to provide them a briefing, and | have done that.

Which candidates?
Well, | would rather not say which ones. | will tell you that it has been on both sides of the aisle,
and | am only doing it right now on a request basis because there are so many candidates.

Fred Thompson declared last week that he aimed to reform Social Security by reducing
benefits and also by creating voluntary investment accounts. Without commenting on the
specifics of his plan, do you support some form of privatization for Social Security?

You have to keep in mind that Social Security is one of several elements of our retirement-income
security system. Only 50 percent of workers in this country have a private pension plan. [And] we
have the lowest personal savings rate of any industrialized nation. So, when you look at those two
facts, you recognize that Social Security is very, very important, and that is why | think serious
consideration has to be given to maintaining the basic Social Security program as a defined-
benefit program that provides a strong safety net for people at or near the poverty level and
encourages people to work longer because we need that for economic growth and other reasons.
Now, | also think that in addition to [that], we need to consider a mandatory supplementary
personal savings account that would be achieved through payroll deduction, that would go into a
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real trust fund, that could serve to provide an enhanced retirement benefit, and also would be
transferable to one's heirs if you passed away before those funds were exhausted.

On the other side of the aisle, Barack Obama and John Edwards have proposed to raise
the ceiling on payroll taxes as a way of getting more money into Social Security. And
they've accused Hillary Clinton of ducking the issue. How much would raising the ceiling
help? ‘

Well, it depends how much you raise the ceiling. If additional revenues are going to be part of a
Social Security reform package, then the most likely form that will take is an increase in the
taxable wage base in order to have that burden be borne by those who are better off.

Elderly people represented by the AARP vote in larger numbers than young people and
that has made it politically difficult for anybody in office to make these tough choices that
you're talking about. How do you get around that?

| think most seniors care about their kids and their grandkids. And | think that once they are told
the truth--that the federat government is spending more money than it makes, that it is charging
the national credit card, and it is expecting their kids and grandkids to pay it off with compound
interest--[they will see that] that is fiscally irresponsible and morally wrong.

What about the notion that we can grow our way out of this, that if you lower taxes and get
more growth and more taxable revenue, that somehow we will find a way out?

There is no way we can grow our way out of these problems. We would have to grow at double-
digit, real GDP growth for decades in order to close the gap that we currently face, absent
reforms. We haven't grown at that rate in modern times, and we are not going to grow at that rate.

There are a couple of proposals out there now to establish a bipartisan commission that
would suggest changes, very specific changes, which the Congress would then have to
vote on as a package without amendments. This would sort of end-run the political
process, and give people a bit of political cover. Do you think that is a good idea?

| do believe itis a good idea to form some type of capable, credible and bipartisan commission or
task force. And in my view, at a minimum, any such commission or task force would have to
address the need to reimpose tough budget controls, to engage in comprehensive Social Security
reform, to engage in round one of comprehensive tax reform, and to engage in round one of
comprehensive health-care reform. If Congress were able to act and the president was willing to
sign a package that included those four elements, it would likely result in a significant down
payment in our large growing fiscal imbalance.

It seems like an awful lot to take on all at once.
In some ways, you are better off to have more to deal with than less because you have more of
an opportunity for tradeoffs.

But health-care reform, for instance?

Well, round one. You know, in my view, one of the things we are going to have to do in this
country is something we have never done before. We have never had a national discussion and
debate over what type of health care is in our broad-based national and societal interest to
[provide for] every American. We actually have very perverse incentives in our system right now.

What are the perverse incentives right now?
. Well, right now, no matter how much you smoke, no matter how much you drink, no matter how
much you eat, you get the same taxpayer subsidy.

Right. So what would be the alternative?

There could be a risk-based premium. See, one of the things we have to debate ... there is a
difference between whether or not you ought to be eligible for a program and how much the
taxpayers ought to subsidize you. Those are fundamentally different things.

How would you know, for instance, how much somebody drinks?
Well, there are lab tests you could take.

But does the government want to get into the business of conducting blood tests on
people to see what kind of lifestyle they are leading?
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You know, we are kind of drilling down into the weeds here. My view is there are certain types of
services that | think we are going to need to make sure that everybody has. Let me give you
possible examples: inoculations against infectious diseases; certain weliness and preventative-
care services that are clearly cost-beneficial; protection against financial ruin due to unexpected
catastrophic illness or accident (while avoiding heroic measures), and guaranteed ability to
purchase additional insurance at group rates should you desire to do so. That is the basic and
essential package. Then you have to say, "Well, how are you going to price it?" That gets to a
whole range of other issues. Does it make sense for everybody to be subsidized to the same
extent, irrespective of his or her means?

As | understand it, you regard the prescription-drug benefit as grossly irresponsible.
The most fiscally irresponsible act in decades.

Are there other measures under consideration now that you would regard as equally
irresponsible?

There are always some out there, but there are very few that come with $8 trillion price tags,
which the Medicare prescription-drug bill did.

There has been talk in the campaigns about comparing the system here with systems in
Europe, Canada and elsewhere. Some of the campaign rhetoric is very negative, and it's
sort of an easy shot: "We don't want to become like those Europeans who have terrible
health care." How would you compare the American system to, say, a particular European
system?

Well, first, | think there is a lot of misinformation and disinformation that is being provided to the
American people. Even in countries that have national health-insurance systems, like the United
Kingdom, there are private supplementary-insurance systems that exist in parallel to that. Most
major employers of the U.K. have private insurance policies that cover their key employees and
many other employees, as well. So this idea that it is one type of system under all circumstances
just is not true. Secondly, if you fook at other countries that do have national health-insurance
systems, they have budgets on how much money they will spend, and that is one of the reasons
they won't go bankrupt on health care. We don't have a budget on what we spend. We write blank
checks. Nobaody with a brain writes a blank check, especially on something thatis 16 percent of
the economy and growing much faster than the economy.

Just for perspective, can you compare the size of this fiscal "tsunami” [to the size of
particular spending programs]?

Well, you could decide not to renew the Bush tax cuts, you could eliminate ail foreign aid,
eliminate all earmarks, eliminate NASA, eliminate the National Endowment for Humanities and
eliminate the entire Defense Department tomorrow, and you still wouldn't solve the problem.
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Introduction

Beginning 10 fiscal 2009, Massachusetts cities
and towns will have the opton to join the
health nsurance system that has been in place
for Commonwealth employees since 1955 On
July 25, 2007, the Governor signed a new law
(Chapter 67 of the Acts of 2007) which i1s
designed to provide communitics with some
relief from the pressures of rapidly rising health
INSUrance  costs. If  municipalities  take
advantage of this new legislation, they stand to
save substantially due to the bargamning power
and flexibility in management practices of the
Group  Insurance Commission (GIC), which
oversees the state emplovee health insurance
program. The Boston NMumcapal Research

(BNIRB)  and  the
Taxpayers  Foundaton  (NMTI) have worked

Burcau Massachusetts
together to prepare this report which estimates
statewide savings 1f all cities and towns were to
jom the GIC.  Such figures have been absent

from the poliey debate to date.

Tlas study has found that municipalitics across
the state stand to save as much as S100 million
m fiscal 2009, $750 million in fiscal 2013, and
$2.5 billion i fiscal 2018.

potential savings each city and town would need

To capture these

to begin immediately to negotiate the conditions
public

committee  comprised of unton and  retiree

for acceptance with a cmployee
representatives. A municipality would have to
reach agreement  with  the public  emplovee
comnuttee and notify the GIC by October |,
2008
(tiscal 2009). 'T'his coaliton bargaining process

2007 of 1ts intention to join on July 1,
may prove to be a stumbling block for many
municipalitics, making it difficult for them to
take advantage of this legislation in the near
future.  Tlowever, since the potential savings
from munictpalities joining the GIC dwarf the
other components of the Governor’s Municipal
Partnership  Act, Massachusetts  policymakers
should monitor the results of this legislation and
be prepared to take stronger action to ensurce
that t achieves its potential.

Impact of Escalating Municipal
Health Insurance Costs

Cittes and towns across the Commonwealth are
facing, budgetary strains resulting, in large part,
from dramatc imcreases in health insurance
costs coupled with limited revenue growth.
Health msurance costs are absorbing a growing
percentage of total munierpal spending, leaving
fewer resources for basic municipal services and
Jeading to higher property taxes.  'The findings
of both a 2005 MTT report! and a 2006 BMRIDB
reportzunderscored the urgency of addressing

exploding health nsurance costs:

o [rom fiscal 2001 to 2004, the annual
growth in health insurance costs of
municipal employees exveeded the allowable
2.5 percent growth m local taxes 1 the
existing property base by 8 percent a year
on average. The health care increases also
comprised 34 pereent of the overall growth
m local property taxes, including revenue
received  from new  construction  and
overrides.  In Boston, the health care cost
creases  from fiscal 2001 o 2007
comprised 08 percent of allowable growth
in the exisung base and 31 percent of

overall growth m local property taxes.

e Health care costs for municipal employees
jumped 63 percent from  fiscal 2001 to
2005, while municipal budgets ncreased 15
percent. Boston’s emplovee  health care

costs mereased 92 percent from fiscal 2001

to 2007 compared to an 18 percent irerease

in all other operational spending,

e Local employee health cate costs increased
from 74 pewcent to 10.6 percent of
municipal budgets from fiscal 2001 to 2005,

putting more pressure on other impottant

and

public works. Tn Boston, from fiscal 2001

arcas such as schools, police, fire,
to 2007, health care costs as a proportion of
the budger increased from 7 percent to (1

pereent.

\ Mounting Crists Por Local Budgets: The Crippling Liffects of Soaring Municipal [ealth Costs.”™ July 2005,

2mSoartng Health Insurance Costs Threaten Bostons Competitive [dge,” November 20006.
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e In comparson to the health care cost
wncreases of 84 percent for  municpal
emplovees and 72 percent for  Boston
employees from fiscal 2001 1o 20006, the
state’s  employee  health  care  costs,  as
managed by the GIC, increased only 47

pCI’CCl]t.

e The Governmental Accounting Standards
Board (GASB) has established a new
standard that requires each municipality to
report its full and unfunded lability for
retiree health benefits (OPEB). This new
requirement increases the need for effective
mecasures that address future health carce

COSLS.

The Group Insurance Commission

The GIC enjoys two principal advantages that
allow 1t to continuously outperform citics and
towns—size and flexibility. With 286,000 state
workers and retirees? the GIC enrollees far
outnumber enrollees i any city or town, and n
most  cases, the GIC 15 among a  health
msurance provider’s biggest customers.  The
GIC s size allows 1t to benefit from a stronger
negotiating  position  with  health  msurance
providers.

The GIC also benefits from greater managerial
flexibility than Massachusetts law permits for
cittes and towns. The GIC 1s able to use this
flexibility to Dbe creative and innovative m
controlling its costs, while cities and towns are
scvercly lunited by the requirement that all
aspects  of  emplovee  health msurance—
including  plan  offerings,  deductibles,  co-
pavments, and the percentage of the premium
share  paid by the cmployee—must  be
negotiated with cach individual union.  "Thas
requirement prevents cities and towns from
responding  quickly  to  changing  market
condimons.  In contrast, the Commonwealth
does not negotiate its employee and  retiree
health insurance benefits with its unions; the

G1C seleces health insurance plans and adjusts

plan  destgn,  including  deductibles and  co-
pavments, outside of the collective bargainng

Pl‘()CL‘SS.

The GIC has been able to mplement cost
saving techniques not avatdable to cities and
towns. Ffforts  such as the Chnical
Performance  Improvement  Initiative,  the
prescription  step therapy  program, and the
Genertes Preferred Program help the GIC to
steer 1fs subscribers toward more cost-cffective
options. The GIC has also assembled a health
claums database that allows 1t to track spending
and analvze health trends i order to dendfy
opportunitics 1o further control  costs. In
addiuon, the state requires all eligible tetirees to
cenroll i Medicate, transferring maoch of the
cost of their health msurance to the federal

g()\'crnmcnl.

GIC Legislation

The Tegislamire and Governor recently enacted
a law o help cues and towns control thetr
health msucance expenses by joming the GIC
through Jocal option. The legislaton requires
that mumiapal officials emaploy a process known
as coalition barganing to negotiate with union
and retiree fepresentatives  to determine  the
conditions for entermg the GGIC. Rather than
bargaining with each union mdividually, the
municipality  would  negotate  with  them
collectively  through a  public  cmployee
committec. The  committee  would  be
comprised of umon and retiree representatives,
with the retrees having 10 percent of the vote.
lach collecoive bargatng unit would receive a
weighted vote accordiug to the proporton of
employees  represented 1n the  municipalin’s
health plans. Agreement to enter mto the GIC
would require approval of 70 percent of the
public emplovee committee. Municipal offictals
would  be  required to  negotiate  with  the
employee  commuttee to  develop a  written
agreement that would specify the conditions for
acceptance into the GIC, the procedures for

resolving an impasse In negotiations for a

P Source: Group losurance Commitssion. Uhis figure includes Sprngficld conplovees, who joined the GEC due o Springficld's

financual crists,



successor  agreement, and the process  for

withdrawing from the GIC,

Upon entering the GIC, municipalitics must
accept the GICs health insurance offermgs and
remam in the GIC for a munmum of three
vears.  Dligible municipal retirees would be
required to enroll 1 Medicare.  Decisions
regarding the petcentage of the premium paid
by the municipality would continue to be made
through negotiations with the unions in the
coaliion bargaining process.  'The GIC plans,
which may vary m design and coverage from
municipal health insurance plans, typically have
lower total premiums and higher co-payments
than comparable plans currently  offered by
municipalitics.  However, the GIC offers nine
regular health insurance plans and six Medicare
supplemental plans, which would give municipal
cmployees a wide variety of options from which
to choose. They would also benefit from the

GICs excellent customer service.

The legislation 1s a significant step forward in
giving municipalities the potential to join the
GIC. the

process and the required 70 percent approval

IHowever, coalitton  bargaining

Table 1

may pose a significant obstacle for many cites
and towns to achieve timely relief. Reaching an
agreement over contract language changes or
other benelis besides health msurance while
obtainmg ~0 percent approval from the public
cmplovee committee will be difficult tor many
municipalities to accomplish. The GIC requires
municipalities to inform them by October 1,
2007 of thetr intent to join the GIC starting in
fiscal 2009,
deadline will be unable to gain entry until fiscal
2010 or later.

municipalitics must join the GIC as soou as

Communities that fail to meet this
To realize the greatest savings,

possible, but the coalition bargaming provision
§ {
may impede many from doing so.

Estimated Savings

This study finds that if all municipalitics were to
join the GIC they could save between $4306
i fiscal 2013
between SL4 bilion and $2.5 billion in fiscal
2018 (sce Table 1).

million and §764 milhon and

The estunated savings are based on an analysis
of the comparative rates of growth of municipal
and GIC costs between 2001 and 2006, During

this pertod, muonicipal health care costs grew

Estimated Savings for Municipalities by Joining the GIC

Based on a Comparison of Municipal and GIC Rates of Growth

(Figures in Millions)

A B c
Municipalities do  Municipalities ~ Annual
not join the GIC - join the GIC -  Savings
13% annual 8.1% annual
increase increase

2008 $2,086.8 $2,086.8 -
2008 2,358.1 2,255.8 $102.3
2010 2,664.6 2,438.6 2261
2011 3,011.0 2,636.1 375.0
2012 3,402.5 2,849.6 552.9
2013 3,844.8 3,080.4 764.4
2014 4,344.6 3,329.9 1,014.7
2015 4,909.4 3,599.7 1,309.8
2016 5,547.7 3,891.2 1,656.4
2017 6,268.9 4,206.4 2,062.4
2018 7,083.8 4,547 1 2,536.7

D
Percentage
Savings

4.3%

8.5%
12.5%
186.2%
19.9%
23.4%
26.7%
29.9%
32.9%
35.8%

3 F G H
Municipalities do  Municipalities  Annual Percentage
not jointhe GIC - jointhe GIC -  Savings Savings

11% annual 8.1% annual
increase increase
$2,086.8 $2,086.8 - -
2,316.4 2,2558 $60.5 2.6%
2,571.2 24386 132.6 5.2%
2,854.0 2.636.1 217.9 7.6%
3,167.9 2,849.6 3183 10.0%
3,516.4 3,080.4 436.0 12.4%
3,903.2 3,329.9 573.3 14.7%
4,332.5 3,688.7 7329 16.9%
4,809.1 3,891.2 917.9 19.1%
5,338.1 4,206.4 1,131.7 21.2%
5,925.3 4,547 1 1,378.2 23.3%



844 percent (13.0 percent annually) while GIC
costs  grew 47 percent (8.1 percent
annually).? The estumated annual savings based
on this difference of 4.9 percentage points are
S764 million in fiscal 2013 and $2.5 billion in
fiscal 2018 (Column C).

Recognizing that municipal health care costs
could grow more slowly in future years, we have
also caleulated the savings based on an annual
differential of 2.9 percentage points (11 percent
annual  growth for municipalities and 8.1
percent for the GIC). This more conservative
estimate shows savings of 5436 million m fiscal
2013 and $1.4 billion in fiscal 2018 (Column G).

What 1s striking about this analysis is how
quickly and  dramatically  the  savings
grow.  Under the first scenado, the savings
jump  from 4 pereent w fiscal 2009 to 20
15crccnt in fiscal 2013 and 36 percent in fiscal
2018 (Column I2). Por the more conservative
scenario, savings grow from 3 percent in 2009
to 12 percent m fiscal 2013 and 23 percent mn
fiscal 2018 (Column H).3

The above esumates are aggregate figures based
gores £

on the assumption that all  of the

Commonwealth’s cities and towns join the GIC.

Impacts on individual citics and towns would

vary widelv, and not every city and town would

save money by entering the GIC.

The mmensity of the savings can also be seen
by considering health care costs as a share of
municipal  budgets and  property  tax
revenues. If health care costs increase 11 to 13
pereent  annually,  they  will  consume an
estimated 19 to 23 percent of municipal budgets
in fiseal 2018, compared to 10 percent
today.  [However, when using the GICs 8.1
percent annual rate of increase, health care costs
will consume only an estamated [5 percent of

musicipal budgets m fiscal 20186 Similarly, we

Fsee Appendix A for 2001-2006 health cost dara

Table 2
Estimated Health Care Costs Compared to

Total Municipal Budgets and Property Tax
Revenue

Health care costs as Health care costs as
% of property tax

% of municipal
budgets revenue

Fiscal 2006 10% 19%

8.1% annual
increase until
fiscal 2018 15% 23%

11% annual
increase until
fiscal 2018 19% 30%

13% annual
increase until
fiscal 2018 23% 36%

estimate that 11 to 13 percent annual mereases
will cause health care expenditures to consume
30 10 36 percent of property tax revenues i
fiscal 2018, a much greater proporttion than
today’s 19 percent. 1f aties and towns jom the
GIC, we esamate that health care costs will
consume 23 percent of property tax revenues n
fiscal 20187

As significant as these savings are, 1t must be
noted that even under the GICs  lower
estimated rate of merease (8.1 percent), health
care expenditures would continue to consume
an even larger share of munieipal budgets and
property rax revenues. Therelore, as important
as 1t is {or munieipalities to join the GIC, other
steps will need to be taken to bring health care
costs muder control and  provide  ongoing
property tax relief.

Nevertheless, the potential savings in joining the
GIC dwarl the estimated impact of the other
components  of the  Municipal  Partnership
Act. For cxample, two proposed revenue
options——the inclusion of telecommunications
cquipment on the property tax rolls and a 2

pereenr local options meal tax—would combine

" Percentage savings are caleulated by comparing annual savings through jointng the GIC {Columns C and G) with what costs would

be without joining the GIC {(Colummns \ and 15).

“See Appendix B for projections of Tiealth costs relative to municipal budgers.

“Sce Appendix C for projecrions of health costs relative to property tax revenues.



to generate an estumated S400 nullion 1 2013
and S500 million m 20185 Cost savings from
joining the GIC would be three to five tunes
greater than revenues from these two options m
2018. \Vhile citics and towns will have o take
several actions to address the budget crisis
presented by rising health  care  costs, the
magnitude of savings by joining the GIC should
establish this as the top priority.

Conclusion and Recommendation

The legislation signed by the Governor 1s an
important step towards addressing the problem
ot skyrocketing health tmsurance costs for the
Commonwealth’s cities and towns. However,
as we have discussed above, there 1s an urgency
i jointng the GIC so that ciues and towns can
realize  the greatest savings, and we are
concerned that this legislation may not go far
enough to address this reality.

Accordingly, we recommend that the Secretary
of  ANdmunistratton  and  Finance and  the
respective Chairs of the House and Senate Ways
and  Means Committecs  cvaluate  the
participation rate of municipalities jotning the
GIC immediately following the October 1, 2007
deadline.  Specifically, the leadership should
determine whether the legislation needs to be
modified to allow more municipalities to benefit
from pardeipation m the GIC, If the evalnation
shows that too few communities have been able
to ncgotiate cntry o the GIC and health
tnsurance costs continue thew rapid ascent, then
the coalinon bargaining requirement should be
removed from the process of joinmg the GIC.
I'or example, by giving the power to join the
GIC to the mayor and aty council in a city and
the board of selectimen mn a town, morc
municipalities would likely enter the GI1C and
achiceve the potential savings.

Iistimates of likely savings to municipalities in
joining  the GIC have been absent from

discussions centered on how best to assist cities
and towns 1 controlling their health mnsurance
costs.  Gtven the new findings of this report,
sustained efforts must be made to ensure that
municipalities actually join the GIC. 1f few
communities  receive  the  promused  benefit,
bolder action should be taken to bencfit a larger

share of the Commonwealth’s cities and towns.

Chapter 67 of the Acts 2007 should not be scen
as a panacea for all ciues and towns burdened
by municipal health msurance. Allowing entry
mto the GIC 1o help control local health
msurance cost increases 1s just the first step. A
more difficult problem facing the state and
municipabities 15 the funding of the growing
retiree health insurance lability (OPEB).  In
ume, this problem  will require a  total
restructuring of the state and local health
insurance system  in Massachusetts with  far
tougher policv choices.  With OPEDB on the
horizon, muaicipal health msurance relief is all
the more mnportant for communities to achieve

1TOW.

* Governor Pardck’s admnistration estinuates that a 2 percent meals rax would raise $240 million stewtde annually and the change

in the relecommunicanons property tax would raise $78 million annually (source: hrp://devalpardck.com/mpaphprabout= 13 The

fixcal 2013 and 2018 estimates of $400 and S500 milhon as

ine thar meals rax revenue will grow by 5 percent annually and that the

relecommunications property tax revenue will rematn ar §78 million per year,



Appendix A

\s indicated i the table below, over the 2001-2000 period, statewide munieipal expenditures on employee
health care mcreased by 844 percent. Over the same period, the Commonweanlth’s expenditures on

cmplovee health care under the GIC mercased by a far more modest 47 percent.

Municipal vs. State Health Insurance Costs
Fiscal 2001 - 2006

Fiscal Year Total MA Municipal Percentage Change GIC Health Percentage Change
Health Insurance Costs  from Previous Year  Insurance Costs from Previous Year
2001 $886,462,351 - $605,596,955 -
2002 1,028,585,452 16.0% 676,102,421 11.6%
2003 1,185,928,190 15.3% 694,982,613 2.8%
2004 1.313,050,960 10.7% 737,289,523 6.1%
2005 1,439,142,951 9.6% 785,103,811 6.5%
2006 1,634,274 679 13.6% 890,484,724 13.4%
2001-2006 Change $747,812,328 84.4% $284,887,769 47 0%
Average Annual Increase 13.0% 8.1%

Source: Massachusetts Department of Revenue, Division of Local Services



Appendix B

The first table below (Municipal Budget Projections) estimates total municipal budgets for fiscal 2007-2018
using the 2001-2006 average annual increase of 4.2 percent. The second table (Projection of Health

Insurance Costs as a Percentage of Municipal Budgets) uses those estimates to project health insurance as a

percent of municipal budgets.

Municipal Budget Projections

Percentage Total Municipal Budgets
Total Municipal Change from (estimated at 4.2%

Fiscal Year Budgets (actual)  Previous Year Fiscal Year annual growth)
2001 $15,334,730,000 2007 $19,617,257.806
2002 16,206,740,000 57% 2008 20,441,182,634
2003 16,607,574,000 2.5% 2009 21,299,712,304
2004 17,054,544,000 2.7% 2010 22,194,300,221
2005 17,885.,866,000 4.9% 2011 23,126,460,831
2006 18,826,543,000 5.3% 2012 24,097,772,185
2001-2006 annual average 4.2% 2013 25,109,878,617
2014 26,164,493,519
Source: Massachusetts Department of Revenue, 2015 27,263,402,247
Division of Local Services 2016 28,408,465,141
2017 29,601,620,677
2018 30,844,888,746

Projection of Health Insurance Costs as a Percentage of Municipal Budgets

Total Municipal  Health Care Costs, % of Health Care Costs, % of Health Care Costs, % of

Fiscal Budgets 8.1% Annual Municipal 11% Annual Municipal 13% Annual Municipal
Year (estimated) Increase Budgets Increase Budgets Increase Budgets

2008 $20,441,182,634 $2,086,805,338 10.2% $2,086,805,338 10.2% $2,086,805,338 10.2%
2009 21,299,712,304 2,255,836,570 10.6% 2,316,353,925 10.8% 2,358,090,032 11.1%
2010 22,194,300,221 2,438,559,332 11.0% 2,571,152,857 11.6% 2,664,641,736 12.0%
2011 23,126,460,831 2,636,082,638 11.4% 2,853,979,671 12.3% 3.011,045,161 13.0%
2012 24,097,772,185 2,849,605,332 11.8% 3,167,917.435 13.1% 3,402,481,032 14.1%
2013 25,109,878.617 3,080,423,364 12.3% 3,516,388,353 14.0% 3,844 803,566 15.3%
2014 26,164,493,519 3,329,937,656 12.7% 3,903,191,072 14.9% 4,344 628,030 16.6%
2015 27,263,402,247 3,599,662,606 13.2% 4,332,542,090 15.9% 4,909,429,674 18.0%
2016 28,408,465,141 3,891,235,277 13.7% 4,809,121,719 16.9% 5,547,655,532 19.5%
2017 29.601,620,677 4,206,425,335 14 2% 5,338,125,109 18.0% 6,268,850,751 21.2%
2018 30,844,888,746 4,547,145,787 14.7% 5,925,318,871 19.2% 7,083,801,348 23.0%



Appendix C

The first table below (Property ‘I'ax Projections) estimates total property tax revenues for fiscal 2007-2018
using the 2001-2006 average annual increase of 5.8 percent. The sccond rable (Projection of Tlealth
Insurance Costs as a Percentage of Property Tax Revenues) uses those estmares to project health insurance

as a PCI‘CL‘ﬂtﬂgL) ()fl)IOpCL’t}' tax revenues.

Property Tax Projections

Total Municipal Percentage
Change from

Previous Year

Total Municipal Property
Tax Revenues (estimated
at 5.8% annual growth)

Property Tax
Revenues (actual)

Fiscal Year Fiscal Year

2001 $7,520,052,000 2007 $10,562,152,598
2002 8,003,918,000 6.4% 2008 11,174,757 ,449
2003 8,494,021,000 6.1% 2009 11,822,893,381
2004 9,016,234,000 6.1% 2010 12,508,621,197
2005 9,483,455,000 52% 2011 13,234,121,226
2006 9,983,131,000 5.3% 2012 14,001,700,257
2001-2006 annual average 5.8% 2013 14,813,798,872
2014 15,672,999,207

Source: Massachusetts Department of Revenue, 2015 16,582,033,161
Division of Local Services 2016 17,543,791,084
2017 18,561,330,967

. 2018 19,637,888,163

Projection of Health Insurance Costs as a Percentage of Property Tax Revenues

% of
Property
8.1% Annual Tax

Increase Revenue

% of

Health Care Costs, Property Health Care Costs,
11% Annual Tax

Increase Revenue

% of
Property
13% Annual Tax

Increase Revenue

Total Property Tax Health Care Costs,

Revenues
(estimated)

Fiscal
Year

2008 $11,174,757,449 $2,086,805,338 18.7% $2,086,805,338 18.7% $2,086,805,338 18.7%
2009 11,822,893,381 2,255,836,570 19.1% 2,316,353,925 19.6% 2,358,090,032 19.9%
2010 12,508,621,197 2,438,559,332 19.5% 2,571,152 857 20.6% 2,664,641,736 21.3%
2011 13,234,121,226 2,636,082,638 19.9% 2,853,979.671 21.6% 3.011,045,161 22.8%
2012 14,001,700,257 2,849,605,332 20.4% 3,167,917,435 22.6% 3,402,481,032 24.3%
2013 14,813,798,872 3,080,423,364 20.8% 3,516,388,353 23.7% 3,844,803,566 26.0%
2014 15,672,999,207 3.329,937,656 21.2% 3,903,191.072 24 9% 4,344 628,030 27.7%
2015 16,582,033,161 3,599,662,606 21.7% 4,332,542,090 26.1% 4.909,429,674 29.6%
2016 17,543,791,084 3,891,235,277 22.2% 4,809,121,719 27.4% 5,647,655,532 31.6%
2017 18,561,330,967 4,206,425,335 22.7% 5,338,125,109 28.8% 6,268,850,751 33.8%
2018 19,637,888,163 4,547,145,787 23.2% 5,925,318,871 30.2% 7,083,801,348 36.1%



Van Faasen still on
salary at insurer

By Jeffrey Krasner
GLOBE STAFF

William C. Van Faasen, the long-
time chairman and chief executive of
Blue Cross and Blue Shield of Massa-
chusetts, was paid $16.4 million in re-
tirement benefits in January 2006, even
though he didn’t leave the company.

The payment was triggered when
Van Faasen, 58, stepped down as chief
executive, retaining his position as
chairman of the state’s largest health in-
surer with 3 million members. In addi-
tion to the retirement payout, he also
earned nearly $3 million last year in sal-
ary and bonus as chairman.

Van Faasen is credited with engi-
neering much of the insurer’s success
over the last 15 years, But the size of his
retirement benefit at a nonprofit, and
the conditions under which it was a-
warded, raised questions and concerns
yesterday.

“When you're spending down the

Blue Cross gave
chairman $16.4m
in retirement pay

coffers by paying $19 million to reward
a CEO for changing jobs, premiums are
going to have to increase,” said Jerry
Flanagan, healthcare policy director for
the Foundation for Taxpayer and Con-
sumer Rights, a nonprofit, nonpartisan
consumer group in Los Angeles, “Dou-
ble-digit premium increases that are
fueled by insurance company excesses
like this are uninsuring the insured.”
State Senator Mark C. Montigny,
Democrat of New Bedford, said, “Bill
Van Faasen is a good guy and he’s done
a great job, but if he wants that kind of
money, he shculd run a hedge fund.”
Van Faasen was recruited from
Michigan Blue Cross in 1990, and was
named chief executive in 1992. He was
named chairman in 2002. In mid-2005,
Cleve L. Killingsworth Jr. succeeded
him as chief executive. Since then, Van
Faasen has served only as chairman. In
September, Blue Cross said he would re-
tire and leave the company at year-end.
Blue Cross’s 2006 executive pay was
disclosed yesterday in filings to the at-
torney general. Van Faasen earned a sal-
VAN FAASEN, Pas: D4
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Tax rate climbs to $14.70 for fiscal 2008

Average single-family home bill to rise $500

By Privanka Dayal TELEGRAM & GAZETTE STAFF

WESTBORO— The housing market may be weak, but it won’t seem that way when homeowners in Westboro get their tax bills next year.

The average single-family home owner will have to fork out about $500 mare this fiscal year, because of a sharp drop in taxes paid by pharmaceutical
company AstraZeneca.

The drop in AstraZeneca’s taxable personal property has dragged down the value of the town by S77 million

“That's not what we were expecting,” said Susan F. Abladian, chairman of the Board of Selectmen. "This is the first year in 14 years that the
value of the town has gone down. Nobody else can remember it going down.”

For fiscal 2008, town assessors valued an average single-family home in Westboro at $455,045. With the new tax rate of $14.70 per $1,000 of
valuation, the average homeowner would pay just over $6,689.

An average single-family home in fiscal 2007 was vatued at $453,700. Under the old rate, that translated to a tax bill of about $6,198.
According to the assessors’ report, taxable personal property owned by AstraZeneca decreased $150 million from fiscal 2007, which ended June 30.

The British pharmaceutical company, which has a campus at 50 Otis St., is Westboro's biggest taxpayer. The company recently moved some of its
inventory out of town, according to Selectman Lydia L. Goldblatt.

Ms. Goldblatt said she wasn’t shocked to see AstraZeneca's taxable personal property fall. It's just the reverse of what happened a couple years ago,”
she sald, when the company paid the town an unexpected $2.2 million in additional property taxes. because of an increased production of an asthma
drug

Selectmen unanimously approved the town’s new single tax rate at a Nov. 13 meeting. While some towns try to offer relief to homeowners by setting a
higher tax rate for businesses, Westboro has maintained a single rate for residential. commercial and industrial property.

From 2000 to 2005, the average home assessment in Westboro increased 83 percent, and tax bills rose 68 percent.
The tax rate of $14.70 for fiscal 2008 is up from $13.66 per $1,000 of valuation in fiscal 2007, and $13.86 in fiscal 2006

“I think people are resigned to the fact that they will never pay fewer dollars, but they had relied on the fact that Astra would retain its level,” Ms. Abladian
said.

Ms. Goldblatt, meanwhile, said the higher tax rate should come as no surprise.
| think we knew it was coming,” she said. "l think Westboro residents expect a certain level of services in town, and we have to pay for that.
Town Assessor Linda Swadel, the chief author of a report explaining the town's tax classification, could not be reached for comment.

Contact Priyanka Dayal by e-mail at pdayal@telegram.com

Order the Telegram & Gazette, delivered daily to your home or office! www.telegram.com/homedelivery

Copyright 2007 Worcester Telegram & Gazette Corp.
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The suburbs of Boston arc experiencing a burst of development not scen in vears.

driven by towns desperate for new tax sources, retailers looking to draw the
avea's well-off consumers, and builders tapping into unusnally huge swaths of

land tor new housing or corporate otfices.

In Westwood alone, a proposed 4.5 million-square-foot office, retail, and
condominium development called Westwood Station would be nearly four times
the size of Boston's Jandmark Prudential Tower and promises to dramatically
transtorm the once sleepy dairy community of 12,600 residents, which doesn't
even have a downtown. ‘

And that may not be the biggest proposal. In Wevinouth and two neighboring
towns, a former naval air station is slated to become a veritable city unto itself.
with roughly 5 million square tect of vesidential, retail, and commercial space.

Around the region, at least four dozen medium- and large-size developments are
on the drawing boards, under construction, or have recently opened, according
to reglonal planning groups and state environmental review tilings. Burlingtou,
Waltham, and other suburbs with reputations as development-friendly are
courting projects, as are struggling cities such as Lawrence and Lowell and even
towns such as Shavon that often have been averse to majov developments.

The new wave of development ditfers trom previous growth periods because of
the sheer size of many projects, some billed as "villages" or "lifestyvle centers” that

combine housing, retail, and offices, and may include a unique draw, such as a
lxury movie theater. In the past, development typically came in single steps - a
housing project, an office park, or a retail establishment - but devetopers say
today's suburbanites, tired of stop-and-go tratlic and oftice park isolation, want
all those teatures within walking distance,

These new developments come with a delicate trade-ott. Sonie communities are
making permitting tar casicr, occasionally cutting vears off the process. In
return, developers ave providing roads, athletic ticlds, and other amenities to
help oftset the strain on local budgets, in addition to the new property tax
dollars.

Some homeowners, environmentalists, and a few regional plauners warn that the
new developments will alter the snburban towns' quality ot life, bringing more
trattic, higher school costs, and environmental damage. In several cases, projects
are being pitched near highway interchanges, next to or on top of crucial aquifers
that supply drinking water, or close to a similar project in another town.

"People move 1o a Westwood because they don't want to be near a downtown
Boston, and Westwood will have an urban feel to it I don't think it will be the
same town at all,” said John Harding, president of the town's Evercett Forbes

Neighborhood Association

Pointing to other developments under consideration south of Boston, he said,
"How many Talbots do you need?” Conlinucd ..
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Page 2 of 3 -- In Westwood, the Planning Board approved a special zoning
permit Tuesday night to allow for Westwood Station, onc of the state's largest
suburban developments ever, over the objections of critics whao sav it would
forever alter the character of the town by attracting about 55,000 vehicles a day
and some 1,700 new residents, To be built next to the Route 128 commuter rail
stop, 1t would have shops, restaurants, offices, and 1,000 condominiums, as well
as hotels and parking garages.

The development would produce an estimated $12.6 million annually in net
property tax revene tor Westwood, more than 20 percent of the town's
operating budget.

"Commuuitics are desperate for cash these days, and commercial development,

in particular, generates strong revenues,” said Mare Draisen, executive director
of the Metropolitan Area Planning Council. "You find some communitics eager -

sSome may say too eager - to enconrage large-scale commercial developments.”

Westwood Station developers Cabot, Cabot & Forbes, Commontund Realty Inc.,
and New England Development will spend $60 million on off-site
improvements, including new athletic fields at Westwood High School, a second
public safety building, and a new MBTA platform. Developers of other Greater
Boston projects have promised fire engines, conservation land, and, in at least
one case on the South Shore, a school.

In Wavland, a developer has proposed a $S140 million shopping, vesidential, and
oftice projeet - including a municipal building - on formerRaytheon Co.
property. in Burlington, meanwhile, Nordblom Co. is planning to recast
Northwest Park, a 1950s-era office center, into a bustling, tree-lined center of
shops, offices, and honsing, while a New York firm intends a similar bitt smaller
redevelopment of the 119-acre Polaroid Corp. site in Waltham.

"Given how tight municipal budgets are, many more communities in 2007 are
actively looking to expand their commercaial tax bases, more than any time in the
last 20 vears,” sald Greg Bialeeki, the state's undersecretary of business
development.

But busines

s leaders sav the uptick is not enough to prop up the state's cconomy.,
especially as analysts predict slower-than-anticipated growth through 2011,
Completion of the projects could take a decade or longer.

"Compared to other regions of the country, 1 wouldn't call it a land rush,” said
David Begeller, chief execntive officer of the Massachusctts chapter ot the
National Association of Industrial & Office Properties. He later added, "We arc a
long way from sceing anything from a growth cycle or a building boom."

Developers and towns have targeted aging oftice and manufacturing complexes
along congested Route 128, as well as on pristine land in far-flung suburbs. But
some residents are objecting to the changes.

I Waltham, where sleek glass office buildings along Route 128 serve as an icon
to subtrban commercial success, some residents have been campaigning against
overdevelopment, blocking construction ot an approximately cight-story:
building across from the common. Contintied...
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Page 3 of 3 -- And along the rolling landscape of Sharon, a former lakeside
summer resort town where 5,000 acres are in conservation, many residents are when you fiy $ *&
outraged that cranberry hogs and a habitat of the endangered Eastern box tartle from onty
could be replaced by a 500,000-squarc-foot shopping and oftice complex that )
Sl 3

could draw 19,300 vehicles a day. o < i fors, gt

Critics also fought six cight-story semior housing buildings, containing 624 units, ... Buok by 1720, at ba com
going up on Rattlesnake Hill, a spot where the endangered black rat snake

slithers. INSIDE BOSTON.COM

Earlicr this month, Neighbors Against Destructive Development lobbied a HOLIDAYS

Special Town Meeting to curtail the growth, but failed to convince voters in

Whether
you're a:

Sharon, a bedroom community of 18,000.

"T teel like that guy in Tiananmen Square standing in front of the army tank. [
can't tight this,” said Paul Lanenstein, a Sharon Planning Board member and
self-deseribed environmentalist.

Coprincton ol

s U e
But Walter "Joe" Roach, Board ot Selectmen chairman, said homeowners need
relief trom taxes.

CLIMATE CHANGE

"It won't lower taxes, but it will stabilize taxes so we don't go for overrides as
often as we have. If development is done with balance, it's not that bad,” said
Roach, a retired high school custodian.

Cimate (e in the ocean

Near the proposed Westwood Station, selectmen in neighboring Canton created
a website last summer critical of the project, hired a public relations firm, and H.S. FOOTBALL

turned down $1.3 nillion from the developers for road improvements. Canton
officials say a proposed exit for Westwood Station on Interstate 95 at Dedham
Street in their town will flood residential streets with traffic, while other vehicles
will add to major traffic backups at the decades-old junction of Interstates 95 and
93, also located in Canton.

e coverage ot
rugIving's gridiron action

This month, the selectmen notified Governor Deval Patriek about plans to suc

. - BMIT YOUR VIDE
the state, on gronnds that Massachusetts officials’ recent approval of Westwood suBmIT 0

Station lacked adequate highway traffic remedies. On Tuesday, the town took the
fivst formal step, filing a notice with state cnvironmental regulators that it
intends to appeal.

Adding to the anxiety for Canton and other Westwood Station critics, including

' . . . . . rectings to
some Westwood residents, is a spate of other retail-based projects clustered

nearby. New developments have been proposed or vecently opened in Dedham,

fovesey cnse el Hhe

Sharon, Foxborough, and Mansficld, swhile the traditional enclosed malls,
Walpole Mall and South Shore Plaza, are both planning major expansions to

compete.
[Classiheds [Globe
Z1me

Farther south, an Indian casino could go up in Middleborongh.

Many critics question whether small towns like Westwood, where development s

. : . MOST POPULAR
overseen by a volunteer planning board and one town planner, has the expertise
to review a project egnivalent to nearly four Prudential Towers. The boards, the E-MAILED 4 ARCHED

critics say, typically approve aStarbucks, Dunkin' Donuts, or a small subdivision.

Complaie st of summer svents

uihr nati opening creates huge traftic jam

Towus, though, insist projects are heing thoroughly reviewed.
: N desagn tor healtheare delivery

"Tunderstand the concern that Westwood Station might be a mini-citv and could R s e s 2 {nends
distract from the character of the town, but we have worked hard to make it a

place where Westwood residents will want to come to and be proud to say it's

part of Westwood," said Steve Rafsky, chairman of the town's economic

development advisory board.

Roughly half the project - including ail the retail - would open in two years. The
remaining construction would hinge on market demand, an approach developers

of some larger projects ave taking.

20f3 The developers remain bullish. 173:23 PM





