FIVE-YEAR FINANCIAL FORECAST
EXECUTIVE SUMMARY
FY16-FY20

Purpose

This forecast is meant to be a tool used by the Board of Selectmen, Advisory Finance Committee and
administrative staff to review trends and determine the effects of decisions that are made. Financial
forecasting is not meant to be an exact science and cannot include all possible scenarios or new
costs that the town may face in the future. It also cannot predict economic downturns and/or major
state aid reductions or increases beyond what can be estimated based on past trends. The impact of
the Selectmen’s policy for the past few years has been to maintain the total property tax levy at 2.0%
over the FY15 level without factoring in new growth is not included in the spreadsheets that are part of
this forecast (those include the full 2.5%), but are addressed in this executive summary in where the
Town is headed over the next five years.

Method

For the purpose of this report, actual data was collected over the past fourteen years, plus the current
year's budgeted estimates and forecasts were developed for both revenues and expenditures based
on the trends over this period to forecast out through fiscal year 2020. This data was then modified
further to remove erratic increases caused by non-linear trends.

Attached are two sets of spreadsheets. The first is the revenue forecast for the next five years,
including property tax projections at the 2.5 times the current levy to identify the maximum estimated
property tax revenues (this does not include the excess levy capacity the Town has accumulated over
the past three years. The second spreadsheet contains the expenditure estimates in the line item
format voted by Town Meeting and forecasted for the next five years, these were generated by
reviewing fourteen years of actual expenditure history the FY15 budgeted figures and used trend
analysis, inflationary factors or known increases such as debt schedules. For the expenditure
forecast, the estimated debt service for the Fire Station, Town Hall, Gibbons and Forbes Municipal
Building were included to ensure that (a) these projects could be done within Proposition 2% and as
proposed and (b) that they would continue to meet the goal set by the Selectmen to keep future debt
below the FY12 level and at 7% or less of the General Fund Operating Budget. With the Gibbons
project increasing in estimated cost from $10 million to $27 million, to stay within the Selectmen’s goal
on debt management, would require that the Forbes Building project be delayed for two years and
that a Forbes/Recreation Center project be delayed for three years (if they are done in combination).
The estimated tax rates shown in Table 2 below include the cost of these projects.

Using data available through the Municipal Databank maintained by the Commonwealth, Table 1
contains a 5-year history of the Town's assessed valuation divided into: (a) residential; (b)
commercial; (c) industrial; and (d) personal property. This table is necessary to develop estimates of
the average single family home values and the tax rate impact on the average single family taxpayer.
For this forecast period, due to the decreasing values in commercial and industrial and increasing
values in residential properties, using trend analysis provided skewed results. Therefore to provide
estimates | have used one method for Residential and Commercial which is to use the percentage
increase between FY14 and FY15 for the estimates for FY16-FY20. For Industrial and Personal this
method did not work, these estimates are based on a 2% annual increase. This data was then used
for the estimates used in several of the other following tables.



Table 1
Assessed Valuation Projections

Fiscal Year Residential Commercial Industrial Personal Property Total Assessed
2011 1,998,925,905 547,785,796 445,014,120 242,248,180 3,233,974,001
2012 1,887,601,107 541,266,291 357,874,125 288,992,910 3,175,734,433
2013  2,044,560,378 559,840,028 342,904,095 340,787,650 3,288,092,151
2014  2,081,410,548 550,871,422 336,790,915 307,152,900 3,276,225,785
2015 2,217,076,983 563,377,880 357,670,875 298,515,520 3,436,641,258
2016  2,226,328,261 574,645,438 364,824,293 304,485,830 3,470,283,822
2017  2,235,579,539 586,138,346 372,120,778 229,485,830 3,423,324,494
2018  2,244,830,817 597,861,113 379,563,194 234,075,547 3,456,330,671
2019  2,254,082,095 609,818,336 387,154,458 238,757,058 3,489,811,946
2020  2,263,333,373 622,014,702 394,897,547 243,532,199 3,623,777,821

Note that there is a large drop off anticipated in FY17 when Astra Zeneca closes the plant in

Westborough and the Town loses an estimated $75 million in personal property assessed valuation.

Findings

FY16 — FY20 Five-Year Tax Projections — The projections in the five-year forecast estimate fully
utilizing the Town'’s taxing capacity under Proposition 2% which also allows us to estimate what the
excess levy capacity or shortfall might be. Using the assessed valuation history in Table 1, the
following Table 2 shows the projected impact on the single family tax bill for the next five years:

Fiscal Year

2016
2017
2018
2019
2020

Value
SF Total

1,689,225,400
1,714,112,400
1,738,999,400
1,763,886,400
1,788,773,400

Table 2

Est. SF Avg SF

Units Value
3,875 435,929
3,925 436,717
3,935 441,931
3,945 447,119
3,855 452,282

Projected Average Single Family Tax

Tax Rate

18.95
19.94
20.71
21.02
21.09

Avg SF Avg SF
Tax % Increase
8,261 2.7%
8,707 5.4%
9,155 5.1%
9,399 2.7%
9,540 1.5%

o The figures above include several new expenses including funding the Fire Station and Town
Hall debt as planned, the Westborough State Hospital debt as planned and funding the
Gibbons School Renovation project budgeted at a $27 million project with 45% reimbursement
from the State and funding a Forbes Municipal Building renovation project. It does not include
debt for a Recreation Center.

e The Town no longer uses free cash to balance operating expenses and the FY16-FY20
budget does not include using any Free Cash to balance the budget. Operating revenues are
sufficient to offset operating expenditures, including AFC and other Reserve Funds. Currently,
reserves as a percentage of overall operating budgets meet the Town’s goal of 3% - 7% for
free cash and for stabilization with a goal of 7% - 10% combined reserves.



Five-Year Revenue Projections — This spreadsheet contains revenue estimates for FY15-19.

The revenue projections include increases in state aid by 3.0% for Chapter 70 (+3$150,769)
and 1.5% for Unrestricted Local Aid (+$15,467) based on recent distributions of state aid. This
may be modified in late January once the Governor releases his budget, with a new Governor
coming into office, this could change once the Governor releases his local aid figures. Local
receipts are estimated to increase from $7,433,749 in FY15 to $7,487,809 in FY16 for an
increase of $54,560 (or 0.7%). Table 3 below shows the projection that over the next five
years state aid will increase approximately 1.6% on average per year; and that local receipts
will increase an average of 0.2% per year. The total increase estimated in state aid from FY16
through FY20 is $718,664 and local receipts for that same period is estimated to increase
$349,203. Property taxes during this same period are projected to increase $8,564,168 to
meet expenses.

The Board of Selectmen has set a goal of capping the property tax increase at 2.0% without
factoring in new growth. Based upon debt service costs and the increased estimate for the
Gibbons School renovation project, | am estimating that at the end of the five-year forecasted
period, property taxes will be approximately $500,000 higher than a straight 2.0% increase per
year. This includes increases each year as shown in Table 4 over the next five years. Major
revenue categories are forecast as follows:

Table 3
Summary of Revenue History/Projections
% of % of % of
Revenue Source FY11 Total FY16 Total FY20 Total
State Aid 9,240,509 12.1% 8,982,963 10.9% 9,701,627 10.6%
Local Receipts 6,866,426 9.0% 7,487,809 9.1% 7,837,012 8.5%
Property Taxes 60,565,967 79.0% 65,760,763 80.0% 74,324,931 80.9%
Total 76,672,902 " 100.0% 82,231,535 " 100.0% 91,863,570 100.0%

Five-Year Expenditure Forecast — As stated above, the expenditure forecast spreadsheets are
based on trend analysis, historic trends for spending from the various town departments,
known increases/decreases in fixed costs such as debt service and insurance costs and
inflationary estimates where appropriate. Salaries in the forecast are estimated at 2.0%
increases for FY16-20 and union increases are based on contracts that follow this trend.



Table 4
Property Tax Estimates vs. 2.0% goal of Selectmen

FY16 FY17 FY18 FY19 FY20
Total Revenues 93,419,396 96,387,060 100,210,715 102,496,825 104,047,345
Other Recap Revenues 3,010,000 3,010,000 3,010,000 3,010,000 3,010,000
Total Revenues 96,429,396 99,397,060 103,220,715 105,506,825 107,057,345
Sub-Total Expenditures 93,911,291 96,814,060 100,637,715 102,923,825 104,474,345
Other Recap Costs 2,583,000 2,583,000 2,583,000 2,583,000 2,583,000
Total Expenditures 96,494,291 99,397,060 103,220,715 105,506,825 107,057,345
Proposition 2.5 Levy Limit ($625,000 Avg New
Growth) 72,163,383 74,592 467 77,082,279 79,634,336 82,250,194
Selectmen 2% no new growth 65,164,903 67,076,192 69,614,508 73,029,564 74,826,974
Amount under Proposition 2.5: (6,998,480) (7,516,275) (7,467,771) (6,604,772) (7,423,220)
Taxes Required to balance the budget 65,760,763 68,249.518 71,597,612 73,359,778 74,324,931
Amount Over/(Under) Selectmen's Goal 595860 1,173,326 1,983,104 330,214 (502,043)
Taxes Required % Increase Over Previous Year 2.9% 3.8% 4.9% 2.5% 1.3%

The table above shows that the Town will not succeed in meeting the Selectmen’s goal of limiting the
property tax increase by 2.0% or less (and not including new growth) in FY16 but that in FY20 that the
Town will meet this goal again. During this period the Town will continue to be substantially below
Proposition 2%z levy limits.

Conclusion

With level spending over the past few years and efforts made to control debt service and insurance
costs that during the upcoming five year forecast period, the Town will continue to see a balanced
budget without the use of Free Cash to balance the budget or the need for a Proposition 2%z override
or debt exclusion.

While the Town’s finances look positive, it needs to be kept in mind that over the past several years
more of the tax burden has been shifted from commercial and industrial to residential which has
impacted the rate for the Average Single Family Tax Bill.

In the five-year forecasted period, the Town will see new debt service in the General Fund for the Fire
Station and Town Hall and will be asked to fund a $27 million Gibbons School project (with a 45%
MSBA reimbursement for a total debt issuance estimated at $14.85 million) and a Forbes Municipal
Building renovation project estimated at $11 million. Both of these have been incorporated in the
projections with original proposed dates, but as discussed above this may need to change to stay
within the Selectmen’s debt management goals. The Gibbons project had previously been estimated
as a $10 million project with the MSBA reimbursement, the debt issuance would be $5.5 million vs,
the $14.85 million the current forecast includes.

As pointed out in the budget presentation over the past several years, the Town needs to continue to
control costs related to administrative expenses and benefits as much as possible in order to address
physical and infrastructure needs and use discretion where additional new spending is concerned.
This will allow the Town to continue to manage reserves, excess levy capacity and to maintain the



Town's AAA bond rating and to potentially allow funds to be available to offset a portion of debt
issuances.

Other Issues

In the past the five year forecast did not include funding any of the Town's OPEB liability. The
projections included above include funding $1.1 million per year based on projected savings through
Health Insurance Plan Design Changes first implemented in FY15. As pointed out in the Road
Management Plan, the Town is not adequately funding the real cost of road maintenance in order to
maintain the Town'’s infrastructure on an ongoing basis to adequately maintain or replace road
surfaces by the end of their useful life. It is hoped that the new Governor will maintain his promise to
release the full amount of Chapter 90 funds to local governments. While full Chapter 90 funding will
not affect the tax rate, it will address the concern raised in the Road Management Plan.
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