Richard D. Carney
Municipal Office Building
100 Maple Avenue
Voice: 508-841-8508
Fax: 508-842-0587
dmorgado@th.ci.shrewsbury.ma.us

OFFICE OF THE
TOWN MANAGER

Town of Shrewsbury
MASSACHUSETTS 01545-5398

October 16, 2008

To:  Board of Selectmen
From: Daniel J. Morgado
Re:  Annual Financial Workshop

On Monday night, the Board will hold its twelfth annual financial workshop. The form of the
workshop has been altered from previous years in both time and format. Previously, the Board
held its workshop after the setting of the tax rate and conducted its business in one evening. This
year, the session will encompass two evenings and the data I present relative to FY 2009 is still
not final since the tax classification hearing is scheduled for November 10", As I write this
memo values and other financial data for FY 2009 are still being finalized. Accordingly, I will
update the financial data in time for your second session which is now being considered for

November 20" due to the Special Town Meeting now tentatively scheduled for November 17",

Last year, | wrote to the Board an extended memo to commemorate the first ten years of the
current budget development process which involves the Board becoming involved in a study of
the details of the Town’s current fiscal condition and associated challenges and opportunitics
prior to the submission of the budget document that occurs in January. The form of this study
involves the two very important workshops of public works and finance which combined with
the two day long Finance Committec budget hearings in February and the winter legislative
workshop provides an outstanding foundation for the important discussions that take place in
March and April of each year as the subsequent budget plan proposal is put into final form.

My memo of last November was written in a far different time than exists at this moment and it
is remarkable to review where we are today versus just twelve months ago. It may be
appropriate for the Board to again review this memo and associated materials (see
http://www.shrewsbury-ma.gov/pdffiles/manager/annualfinancialworkshopNov262007.pdf ).

The recent adoption of the Board of fiscal policies for FY 2010 makes it quite clear to me that
my budget filing must be sharper than in previous years and continue the devolution towards

basic services and reduction of positions. In recent weeks, 1 have advised the Board of unfilled
vacancies in the Highway, Parks and Cemetery, Public Buildings and Police Departments. We



continue to do more with less but place increasing pressure upon our department heads and staff.
However, services remain excellent and public sentiment as demonstrated in last year’s citizen
survey remains very positive.

We do continue to enjoy an excellent overall relationship with our organized and non organized
employees as demonstrated by the establishment of the new three year agreement on health
insurance which provided excellent results for both employee and employer. 1 commend the
work of our employees in this regard and thank them for their concern over the community’s
fiscal condition.

I look forward to working with the Board, Finance Committee, the general public and ultimately
Town Meeting as we navigate through this difficult time.

Please advise with any questions.

Cc Finance Committee
Department Heads



FINANCIAL ISSUES

FOR THE
FY 2010 BUDGET SEASON

e TBD
FY Levy Limit Maximum Total Tax Excess Excess as Tax Levy Assessed Value Tax Levy
without Levy Limit Levy Capacity a % of Ceiling as % of
Debt & Maximum Assessed
Capital Levy Value
Exclusions
2009
2008 $42,708.480 $45,896,770 $45,864.506 $32.264 0.07% $125.449 961 $5.017.998 457 091%
2007 $41,119,263 $44,686,206  $44,044,721 $41,485 0.09% $128.881,988 $5,155.279,506 0.87%
2006 $39,143,375 $43,235,918  $43,214,514 $21,404 0.05% $116,922 387 $4,676,895,485 0.92%
2005 $37,653,331 $41,425,381 $41,399,263 $26,118 0.06% $106,260,943 $4,250,437,722 0.97%
2004 $36,196,865 $40,381,102  $39,549.134 $831,968 2.06% $99,670,197 $3,986,807,862 0.99%
2003 $34,764,572 $39.797.377 $37.027,303 $2,770.074 6.96% $87,328.544 $3.493.141.773 1.06%
2002 $33.131,548 $36.263,184 $36.060.904 $202.220 0.56% $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 1 24%
2000 $29,312,849 $30,160,105  $28,627,015 $1,533,090 \5.08% $53,648.,830 $2,145,953,181 1.33%
Fiscal Year Unused Capacity Actual unused C‘dP?Cit)'
- - in FY 2003 was $365,056
1999 $1,537,605 due to the use of the
1998 $1,084,657 $2,385,000 bond premium
via Free Cash
1997 $112,269

The CIP ratio continues to fall. Town of Shrewsbury tax burden continues to be below communities in the
region (Exhibits 1.1, 1.2 and 1.3):

FY

2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1699

Residential

$40,508,943
339,398,448
$38,039,674
$36.287,392
$34,417.527
$31.669.588
$30.155.270
$26.894.514
$24.079.563
$22.321.588

Open Space

$27,512
$27,101
$24,760
$31,000
$28.748

Commercial Industrial
$3,324,985 $1,577,782
$3,171,601 $1,687,643
$3,101,144 $1,688,763
$3.116,629 $1,601,200
$3.093,957 $1,624,559
$3.155.765 $1.584.436
$3.428.258 $1.647.785
$3.079.012 $1.487.858
$2.770.717 $1.343.662
$2,585,052 $1,243,499

Personal
Property

$425283
$359,927
$360,174
$363,043
$384.343
$594.120
$803.448
$738.789
$401.896

Res/OS as %

Total of Total
$45,864,506 88.38
$44.644,720 8831
$43214.515 88.08
$41.399,264 87.73
$39.549.134 87.10
$37.027.302 85.59
$36.060.964 83.70
$32224.086 83 54
$28.627.016 8422
$26,586.814 84.07

$406,542

CIP as % of
Total***

11.62
11.69
11.92
12.27
12.90
14.41
16.30
16.40
15.78
1593

]

|
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**% Selected CIP Percentages (2008)
Boylston (8.9%), Franklin (20.7%), Grafton (7.3%), Northborough (20.8%), Westborough (38.9%), Worcester (17.8%)

e FY 2009 saw the smallest new growth amount during the study period (Exhibit 2.1):

Fiscal Year New Growth
2009 $400,000 (est)
2008 $561,235
2007 $997,304
20006 $548,711
2005 $551,544
2004 $563,179
2003 $804,735
2002 $879.895
2001 $1,419.357
2000 $833,094
1999 $1,122.922

¢ 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

2009(est) 112.00 $520,487 13.7 $78.480
2008 86.00 $344,886 3.7 $78,480
2007 61.23 $224,890 10.0 $61,861
2006 38.30 $204,783 16.5 $88,162
2005 2548 $168,898 17.1 $104,140
2004 20.00 $160,161 16.5 $78,761
2003 23.50 $170,601 10.7 $46,558
2002 21.15 $94.256 13.2 $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 of State Aid in FY 2009 and beyond (Exhibit 3.1). As of this writing the Town is being spared “9C"
reductions. There is no estimate of what the FY 2010 State Aid picture will look like at this time. Also, what
will be the impact upon this community if Question #1 is approved?




Fiscal Year Total State Aid
2009 $26,849,796 |4~
2008 $25,486,284 o
2007 $23,727,465
2006 $21,077,629
2005 $18,621,647
2004 $16,744.700 | #ee o SR AR
20053 $12.679,840
2002 $11,648,532
2001 $10,595,853
2000 $9,596,115
1999 $8,693,528

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. Last year the Governor had tied a portion of the lottery
reimbursement to his casino initiative.

Fiscal Year Lottery Surplus
Distributions Distribution
2009 $3,168,140 TBD
2008 $3,168,140 $0
2007 $3,107,117 $0
2006 $2.493,603 $0
2005 $2,110,492 $0
2004 $2.110,492 $269,859
2003 $2,250,774 §0
2002 $2,482,932 $0
2001 $2,324,233 $172,153
2000 $2,123,910 $275,198
1999 $1,896,262 $275,930

e The new health insurance agreement that became effective on July 1, 2008 had a great impact in balancing
out the F'Y 2009 budget. There will be no similar impact in FY 2010 with the next major shift set to occur
in FY 2011 when the entire program will move to rate saver and new contribution percentages will be
effected for the majority of Medicare eligible retirees



Fiscal Amount Change
Year Expended

2008 $6,734,763 18.48%
2007 $5,684.151 5.72%
2006 $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

¢  Growth in the Medicare Match Account continues. This may be moderated somewhat by the new Flexible
Spending Program.

Fiscal Amount Percent Notes

Yecar Increase

2008 $608,243 11,6% No transfer required ($610,000 aprtn)
2007 $545,000 1.97% No transfer required ($645,000 aprtn)
2006 $534,477 4.26% No transfer required ($575,000 aprtn)
2005 $512,640 12.89%  Transfer of $7,360 was required
2004 $454,086 11.46% No transfer required ($480,000 aprtn)
2003 $407.,410 12.15% No transfer 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 2008 saw an excellent result in investment income. Question is raised however about the future of interest
rates and the amount of ¢ash on hand to invest:

Fiscal Total Income

Year

2008 $1,780,717

2007 $1,621,437

2006 $1,126,738

2005 $932,675

2004 $1,229,492

2003 $1,561,045 < Alfect ol call provisions of
2002 $980,007 bondholders taking

2001 $1,753,148 advantage of lower interest
2000 $1,721,010 rates

1999 $1,605,296

1998 $1,597,405




Question over Motor Vehicle Excise Tax receipts and how these receipts will be affected by the economy in FY
2010 and FY 2011:

li;i?rl Total Receipts Change
2008 $4,872,855 10.46%
2007 $4,411,326 -5.91%
2006 $4,688,251 0.17%
2005 $4,680,209 9.85%
2004 $4,260,729 -4.00%
2003 $4,438.140 7.52%
2002 $4,127.776 5.32%
2001 $3,919.368 3.96%
2000 $3,770,230 14.56%
1999 $3,291,131 6.92%
1998 $3,078,215

Medicaid billing for certain costs associated with the Special Education Program expanded greatly in FY 2008:

Fiscal Reimbursement
Year

2008 $341,212
2007 $197.470
2006 $107.257
2005 $51,139
2004 $49.779
2003 $185,266
2002 $129,032
2001 $70,106
2000 $98.,263
1999 $130,056

Supplemental Tax Program that was started in 2001 has declined along with the rate of construction. Increase
in F'Y 2007 boosted by the Avalon Shrewsbury Project on Rte 20 ($53,376):

Fiscal Year Commitment Note Revenue
2008 $30,004 TBD billed in FY 09 $48,840
2007 $131,618 $8,679 billed in FY 08 $147,927
2006 $63,990 $14,627 billed in FY 07 $47,040
2005 $80,084 $3,075 billed in FY 06 $169,937
2004 $180,715 $13,287 billed in FY 05 $178,455
2003 $98,631 $26,813 billed in FY 04 $89,088
2002 $145,835 $38,209 billed in FY 03 $104,070
2001 $159,457 $142.235




e The MBTA assessment has stabilized. Total assessment for public transportation is $210,866 in FY 2009:

Fiscal Year Amount
FY 2009 $141,794
FY 2008 $142.329
FY 2007 $132,034
FY 2006 $112,991

e  The new valuation of the system as of January 1, 2008 was very positive. However the implosion of stock
values requires consideration of what the January 1, 2010 valuation will look like and what impact will this
valuation have on the funding schedule (2022).

Date Funded Unfunded Accrued Required
Ratio Liability Appropriation

January 1, 2008 77.0% $19,591,281 TBD

January 1, 2006 71.3% $21,831,496 $2,538,769
January 1, 2004 77.9% $14,419,434 $1,879,499
January 1, 2002 78.9% $12,533,566 $1,240,656
January 1, 2000 97.1% $1,414,990 $1,559,742
January 1, 1999 83.9% $7,517,187 $1,541,285

e [Free Cash and Stabilization balances (see Free Cash Report)

e The size of any Fiscal Year 2009 budget deficit. Previous operational deficits that were handled at the Annual
Meeting were:

Fiscal Year Deficit Made Up
At Town Meeting

From Free Cash
2008 $559,632
2007 $129,026
2006 $203,000
2005 $523,000
2004 $388.000
2003 $366,000
2002 $95,000
2001 $731,000
2000 $103,000

e Highrates of growth for operational budgets (Exhibit 5.1)



e 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

2008 TBD

2007 (through 11/07) 128

2006 94

2005 36

2004 34

o Additional attachments for reference purposes:

March 12, 2007 report of the Fiscal Study Committee (see http://www,shrewsbury-ma.gov/pdffiles/
fiscalpolicy/2007finalreport.pdf)

Post Retirement Benefits Analysis dated July 1, 2007 (see http://www.shrewsbury-
ma.gov/manager/pdf/opebfinal.pdf )

November 23, 2007 Finance Workshop Memo (see http://www.shrewsbury-ma.gov/pdffiles/manager
annualfinancialworkshopNov262007.pdf)

June 2, 2008 memo on the most recent Retirement Valuation Study (see http:/www.shrewsbury-
ma.gov/pdffiles/manager/retirementvaluationstudy.pdf’)

October 1, 2008 memo on the July 1, 2008 Free Cash Certification ( see http:// www.shrewsbury-
ma.gov/pdffiles/manager/freecashcertification100108.pdf )

FY 2009 Public Works Priority List (see http://www.shrewsbury-ma.gov/pdffiles/manager/
publicworksprojects2008-2009.pdf)

Fiscal Policies of the Board for FY 2010 (see http://www.shrewsbury-ma.gov/boardcomm/pdf/fiscal
[iscalpoliciesfy2010.pdf)

Massachusetts Taxpayers Foundation Report on Question 1 (see http://www.masstaxpayers.org/files/MTF
Questionl Analysis.pdf)
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FINANCIAL QUESTIONS
FOR THE
FY 2010 BUDGET SEASON & BEYOND

How do we handle the problem of a lack of resources among the various municipal departments, particularly in
the area of staffing? We have wrung out the Highway, Parks and Cemetery, Public Buildings and Municipal
Office Departments. The Library Department operates just within certification guidelines. The COA has seen
an improvement in FY 2009 but at the same time the home heating situation has become so critical as has
transportation. The next departments to be impacted will be police and fire.

One of the primary goals established for the manager for FY 2009 — FY 2010 by the Board is reducing the
Town’s footprint. What are those services and programs that the Board places the highest priority? Which are
the lowest? When is it acceptable to say no it just cannot be done?

How will the needs of the School Department be met relative to the needs of the municipal departments?
What will be the outcome of the impact of the water and sewer rates increases to determine if revenue is
sufficient to cover the costs associated with EPA & DEP standards and infrastructure needs set forth in the
Capital Budget and in the CWMP? Should the Water Department be taken to full enterprise and be removed
from the General Fund?

How will Capital Budget requests be addressed for the period FY 2010 to FY 2014 which will be far in excess
of the available revenue stream? What action will be taken relative to the Library Project and relative to the
Sherwood Middle School should the Town be invited to participate by SBAB?

What will be the ongoing status of “Budget Busters” (Health, Medicare, Pensions, General Insurance)?

Do we revisit the entire question of fees?

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

Does the Board continue a “Pay as You Throw™ system beyond June 30, 2009? What form should the solid
waste program take in Fiscal Year 2010 and beyond?

. What should be the reasonable expectation in creating sufficient economic growth to offset service demands?

. In FY 2012, the Allen purchase must go to permanent financing. Does the (any of) AvalonBay Comunities, Inc.

mitigation money get applied to offset the portion of the purchase if the sale of the property is not effected?

. What changes should be made in the budget development process including what changes should be made

relative to the public participation process?
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Comparison of Single Family Tax Bills EXHIBIT 1.3
Fiscal Year 2005 to 2008
for Selected Communities

Ave Ave Ave Ave

Rk Community Residental ~Residential ~Residential  Residential ggg;%s
Tax Bill Tax Bill Tax Bill Tax Bill 2008
(2005) (2006) (2007) (2008)
1 Fitchburg $2,365.00 $2,449.00 $2,523.00 $2.584.00 $61.00
2 Leicester $2,264 .00 $2,498.00 $2 565.00 $2.633.00 $68.00
3 Oxford $2,519.00 $2,665.00 $2,694.00 $2,714.00 $20.00
4 Northbridge $2,581.00 $2,734.00 $2,752.00 $2,846.00 $94.00
5 Auburn $2,580.00 $2,602.00 $2,793.00 $2,917.00 $124.00
6 Clinton $2,654.00 $2,722.00 $2,830.00 $2,947.00 $117.00
7 Bellingham $2,684.00 $2,783.00 $2,953.00 $3,040.00 $87.00
8 Millbury $2,643.00 $2,999.00 $3,006.00 $3,093.00 $87.00
9 Leominster $2,801.00 $2,881.00 $3,003.00 $3,104.00 $101.00
10 Worcester $2,781.00 $2,879.00 $2,995.00 $3,112.00 $117.00
11 Norwood $2,961.00 $2,987.00 $3,081.00 $3,163.00 $82.00
L 12 Shrewsbury*** $3,374.00 $3,536.00 $3,598.00 $3,656.00 $58.00|
13 Hudson $3,200.00 $3,544.00 $3,607.00 $3,703.00 $96.00
14 Holden $3,576.00 $3,705.00 $3,598.00 $3,809.00 $211.00
15 Tewksbury $3,343.00 $3,610.00 $3,742.00 $3,850.00 $108.00
16 Billerica $3,449.00 $3,696.00 $3,780.00 $3,873.00 $93.00
17 Sutton $3,208.00 $3,557.00 $3,560.00 $3,889.00 $329.00
18 Milford $3,424.00 $3,574.00 $3,756.00 $3,915.00 $159.00
19 Grafton $3,486.00 $3,583.00 $3,854.00 $3,923.00 $69.00
20 West Boylston $3,638.00 $3,843.00 $3,981.00 $4,066.00 $85.00
21 Paxton $3,800.00 $3,866.00 $3,965.00 $4,156.00 $191.00
22 Franklin $3,515.00 $3,742.00 $3,872.00 $4,210.00 $338.00
23 Danvers $3,751.00 $3,883.00 $4,034.00 $4,231.00 $197.00
24 Sterling $3,885.00 $4,282.00 $4,111.00 $4,312.00 $201.00
25 Foxborough $3,878.00 $4,230.00 $4,296.00 $4,424 .00 $128.00
26 Canton $4.147.00 $4,445.00 $4,509.00 $4,566.00 $57.00
27 Upton $4,119.00 $4,379.00 $4,522.00 $4,800.00 $278.00
28 Boylston $4,385.00 $4,504.00 $4,717.00 $4.810.00 $93.00
29 Framingham $4,129.00 $4,306.00 $4,564.00 $4 821.00 $257.00
30 Mansfield $4,533.00 $4.625.00 $4,690.00 $4,823.00 $133.00
31 Natick $4,303.00 $4.559.00 $4,727.00 $4 829.00 $102.00
32 Millis $4,083.00 $4,180.00 $4,733.00 $4 842.00 $109.00
33 Walpole $4,499.00 $4,727.00 $4,903.00 $4.939.00 $36.00
34 Berlin $4,519.00 $4,813.00 $4,865.00 $4.999.00 $134.00
35 Chelmsford $4,467.00 $4,688.00 $4,966.00 $5,105.00 $139.00
36 Ashland $4,713.00 $5,067.00 $5,180.00 $5,338.00 $158.00
37 Medway $4,961.00 $5,283.00 $5,494.00 $5,511.00 $17.00
38 Northborough $4,891.00 $5,078.00 $5,355.00 $5556.00 $201.00
39 Norfolk $4,859.00 $5,556.00 $5,803.00 $5,894.00 $91.00
40 Holliston $5,293.00 $5,548.00 $5,810.00 $6,015.00 $205.00
41 Westborough $5,922.00 $6,234.00 $6,198.00 $6,689.00 $491.00
42 Andover $6,009.00 $6,400.00 $6,658.00 $6,799.00 $141.00
43 Southborough $6,667.00 $6,884.00 $7,289.00 $7,231.00 -$58.00
44 Hopkinton $6,015.00 $6,440.00 $7,060.00 $7,338.00 $278.00
45 Acton $6,900.00 $7,724.00 $7,926.00 $8,051.00 $125.00
46 Marlborough $3,796.00 N/A N/A N/A N/A

*** Shrewsbury was 15th on this list in FY 2005; 12th in FY 2006; 13th in FY 2007
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Prior FY (-4)
Prior FY (-3)
Prior FY (-2)
Prior FY (-1)
Current FY

Current
Past Years

Collected***
Percent Collected

Prior FY (-4)
Prior FY (-3)
Prior FY (-2)
Prior FY (-1)
Current FY

Current
Past Years

Collected***
Percent Collected

Prior FY (-4)
Prior FY (-3)
Prior FY (-2)
Prior FY (-1)
Current FY

Current
Past Years

Collected***
Percent Collected

EXHIBIT 4.2
Timing Analysis Motor Vehicle Excise
Fiscal Year 2002 to Fiscal Year 2008

Fiscal Year 2007

Fiscal Year 2008

Amount Billed # of Bills

$0.00 0
$26,679.14 102
$188,221.42 455
$789,350.21 5,670
$4,074,851.61 31,678
$5,079,102.38 37,905
$4,074,851.61 80.23%
$1,004,250.77 19.77%

$4,872,854.68
96%

Fiscal Year 2005

Amount Billed # of Bills

$237.30 3
$328.75 2
$55,947 .28 386
$816,930.06 5,972
$4,003,854.01 30,926
$4,877,297.40 37,289
$4,003,854.01 82.09%
$873,443.39 17.91%

$4,680,209.10
96%

Fiscal Year 2002

Amount Billed # of Bills

$506.46 4
$69,518.70 339
$554,956.00 4,366
$3,677,040.56 29,506
$4,302,021.72 34,215
$3,677,040.56 85.47%
$624,981.16 14.53%
4,127,776.43
96%

“** Includes levies from previous fiscal years

Amount Billed

$32.50
$1,459.59
$21,038.59
$603,655.23
$4,000,821.43

$4,627,007.34

$4,000,821.43
$626,185.91

$4,411,325.52
95%

# of Bills

1
13

118
4,882
30,926

35,940

86.47%
13.53%

Fiscal Year 2004

Amount Billed

$0.00
$1,452.08
$55,001.21
$640,726.61
$3,768,167.60

$4,465,347.50

$3,768,167.60
$697,179.90

$4,260,728.63
95%

# of Bills

0

7

325
5,338
30,159

35,829

84.39%
15.61%

Fiscal Year 2006

Amount Billed

$0.00
$173.54
$60,259.86
$741,214.04
$4,082,227.72

$4,883,875.16

$4,082,227.72
$801,647.44

$4,688,250.67
96%

# of Bills

0

4

342
5727
31,135

37,208

83.59%
16.41%

Fiscal Year 2003

Amount Billed

$0.00

$0.00
$49,221.78
$743,876.22
$3,766,969.72

$4,560,067.72

$3,766,969.72
$793,098.00

$4,438,140.28
97%

# of Bills

0

0

303
5580
29,949

35,832

82.61%
17.39%

10/17/2008
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