FIVE-YEAR FINANCIAL FORECAST
EXECUTIVE SUMMARY
FY18-FY22

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.

Method

For the purpose of this report, actuai data was collected over the past fifteen 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 2022. This data was then modified
further to remove erratic increases caused by non-linear trends and reviewed by the financial team of
department heads.

Attached are two sets of spreadsheets. The first is the revenue forecast for the next five years,
including property tax projections at 2.5 times the current levy (consistent with Proposition 22 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 fifteen years of actual expenditure history, the FY16
budgeted figures and using trend analysis, inflationary factors or known increases such as debt
schedules. For the expenditure forecast, the known and 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% as proposed and (b) that they would continue to meet the goal
set by the Selectmen to keep future debt at 7% or less of the General Fund Operating Budget. 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 Commerciai which is to use the percentage
increase between FY17 and FY18 for the estimates for FY18-FY22. 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
2013. 2,044,560,378 550,840,028 342,904,095 340,787,650 3,288,092,151

“““““““ 2014  2,081,410,648 550,871,422 336,790,915 307,152,900 3,278,225,785
2015 2,217,076,983 583,377,880 357,670,875 208,515,520 3,436,641,258

2016  2,393,479,201 506755926 376,124,535 310,803,400 3,677,163,152

2017  2,402,730,569 608,691,045 383,647,026 235,803,400  3,630,872,039
2018 2,411,981,847 620,864,865 391,319,066 240,519,468 3,664,686,147
2019 2,421,233,125 633,282,163 399,146,366 245,329,857 3,698,991,511
2020 2,430,484,403 645,947,806 407,129,203 250,236,455 3,733,797,956
2021 2,439,735681 658,866,762 415,271,879 255.241,184 3,769,115,505

2022 2,449,494,624 661,502,229 416,932 966 256,262,148 3,784,191,967

Findings

FY18 — FY22 Five-Year Tax Projections — The projections in the five-year forecast estimate do not
fully utilize the Town’s taxing capacity under Proposition 2% but estimates based on spending for
what the property taxes needed to balance the budget from FY18 through FY22 would 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:

Table 2

Projected Average Single Family Tax
Avg SF . Avg SF %
Fiscal Year Value SF Total Est. SF Units Value Tax Rate Avg SF Tax. Inc.
2018 1843432500 3,885 476,995 _ 1875 8,942 BT%
2019 1,873,432,500 3,880 482 843 19.45 9,389 5.0%
2020 1,903,432,500 3,885 488,686 19.89 9,721 3.5%
2021 1,933,432,500 (3,910 464484 20.32 10,046 3.3%
2022 1,963,432,500 3,925 500,238 20.93 10,472 4.2%

* The FY18-FY22 forecast does not anticipate the use of 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/exceed the Town's goal of 3% - 7% for free cash and for stabilization with a goal of 7% -
10% combined reserves. Having robust reserves should permit the Town to acquire several
large fire apparatus in the coming years without having to issue debt.

* Five-Year Revenue Projections — This spreadsheet contains revenue estimates for FY18-22.

The revenue projections include increases in state aid by 2.5% for Chapter 70 (+$176,452)
and 1.5% for Unrestricted Local Aid (+$16,713) based on recent distributions of state aid. This
may be modified in late January once the Governor releases his budget with local aid figures.
Local receipts are estimated to increase from $8,758,320 in FY17 to $8,826,503 in FY18 for
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an increase of $68,183 (or 0.8%). Table 3 below shows the projection that over the next five
years state aid will increase approximately 1.7% on average per year; and that local receipts
will increase an average of 1.2% per year. The total increase estimated in state aid from FY18
through FY22 is $833,803 and local receipts for that same period is estimated to increase
$531,481. Property taxes during this same period are projected to increase $10,390,914 to
meet expenses.

The Selectmen had a stated goal of maintaining the total property tax levy at 2.0% over the
previous fiscal year without factoring in new growth and while this was possible for a few
years, this goal was not met in FY17, but is projected to possibly be met in FY18 (Tabie 4).
Major revenue categories are forecast as follows:

Table 3
Summary of Revenue History/Projections
% of % of % of
Revenue Source FY13 Total FY18 Total FY22 Total
State Aid _..5401,48  12.0% 9,938,509  114% 10,772,312  11.0%
Local Receipts 7,342,181 9.4% ,826,503 10.1% 9,357,984 9.5%

Property Taxes 61,412,669  78.6% 68707,787  78.5% 78,071,593  79.5%

Total 78,156,336  100.0% 87,472,799 100.0% 98,201,889  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 FY18-22 and union increases are based on contracts that follow this trend.

Some select expenditure trends over a 10 year period are as follows:

Expenditures EFY07 FY17 10-Yrinc AvgAnnual
Debt BTT2TI0 9410813 _7.3% 0.7%
Assabet 682,428 714,043 4.6% 0.5%
Police 2,356,026 2,994,400 27.1% 2.7%
Fire 2,806,293 3,768,318 34.3% 3.4%
Health Insurance 6,457,256 8,832,300  36.8% 3.7%
SchoolDept 33,918,264 46,330,691 6%  37%
Town Hall 1,831,684 2,379,450 29.9% 3.0%
COA 203,508 337,846 66.0% 6.6%
Library 807,840 1,050,858 30.1% 3.0%



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

CEYie  EYle _ FY20  Fy21 Y2z

107,108218  109,295411
; _§_-0_101_000 3,010,000

Total Revenues 100,436,593 | 102,597,147 ¢
:Other Recap Revenues e . i ..3010000: 3010000

110,118,218 112,305,411

Total Reverues 103446593 105,607,147

Sub-Total Expenditures 101,218,268 | 104,901,017 ' 107,824,643 110,534,812 113,538,116
Other Recap Costs . .. .2583000! 2583000 2583000 2,583,000 2,583,000

. 103801268 107484017 110407643 13117812 116,121,116

(1876,870) (2483682) (2999504)  (3815705)

Proposition 2.5 Levy Limit ($625,000 Avg New : 5
:Growth) | 81782612 84452177 87,188.482 89993194 92,868,024

Selectmen2% nonewgrowth ' 69133834 70516511 71926841 73365378 74,832,686

Difference between Selectmen's goal and Prop 2.5 = 12,648,778 13935666 @ 15261840 16,627,816 18,035,338

Amount under Proposition 2.5: (13,074,825): (12,624,042): (12,912,928) (13417607}  (13,647,601)
éTaxes Required to balance the budget 68,707,787 : 71928135 74,275554 76,575,587 79,220,423 .
:Amount Over/(Under) Selectmen's Goal (426,047 1411624 2348713 3,210,209 4,387,737

‘Taxes Required % Increase Over Previous Year 1.4% - 4A7%. 3.3% 3.1% 3.5%

The table above shows that the Town may meet the Selectmen’s goal of limiting the property tax
increase by 2.0% or less (and not including new growth) in FY18 but not in FY19-22. However, during
this period the Town will continue to be substantially below Proposition 2% levy limits. The estimates
above include debt service for the Forbes Municipal Building and Gibbons Middle School, but not any
estimates for the proposed Library, Fales, Pre-K or Recreation Center projects or other projections
that have been planned but have not been approved by voters. It also does not take into
consideration the sale of the Westborough State Hospital and property taxes generated through the
redevelopment of that property.

Conclusion

With level spending over the past few years and efforts made to control debt service and insurance
costs over the past several years, that during the upcoming five year forecast period, the Town wiil
cantinue 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 related to ongoing operations will be difficult over the next 3-5 years with
the capital projects the Town is undertaking (including the Gibbons School Building Project), overall
the long term finances look positive. The information in this forecast shows that more of the tax
burden continues to be shifted from commercial and industrial to residential which continues to impact
the Average Single Family Tax Bill, which is the normal measure for comparisons between
communities of the property tax impact on the community.

In the five-year forecasted period, there is the known debt service for the Fire Station and Town Hall
with additional new debt for the Fire Station and Town Hall estimated at $2.5 million for the Fire
Station and $3.3 million for the Town Hall. The Town has approved funding a $28 million Gibbons
School project (with a 45% MSBA reimbursement for a total debt issuance estimated at $14.85
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million) and a Forbes Municipal Building renovation project estimated at $15 million. Both of these
have been incorporated in the projections.

With the additional debt discussed above, it's equally important to consider retiring debt which
includes: DPW Office Building (FY19 & FY22); High School & Mill Pond (FY24); and Wastewater
Treatment Plant (FY33).

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 possibie 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

The projections included above include funding $1.1 million per year of the Town’s OPEB liability
based on projected savings through health insurance plan design changes first implemented in FY15.
At this point, the Town has $2,180,000 in the OPEB Trust Fund and an expectation of $3.2 million by
the end of the current fiscal year.

As pointed out in the Street Management Plan, the Town is not adequately funding the real cost of
street 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. Chapter 90 funds have gone from
$812,143 five years ago in FY12 to $790,190 in FY17, which results in less road maintenance being
undertaken. The Town has submitted a Home Rule Petition to establish a local gas tax, which is
being reviewed by the Legislature but has also added pressure on the Legislature to institute a
statewide local option gas tax, which the MMA is supporting.
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