TOWN OF GROTON FINANCE
COMMITTEE Regular Session

Monday, January 7th, 7:00 p.m.
Town Hall, 2™ Floor Meeting Room
173 Main St. Groton, MA
Meeting Jointly with Select Board

Present for Finance Committee: G. Green (Chair), B. Robertson (Vice Chair), Art Prest, D. Manugian, L.
Leonard, C. Doody

Present for Select Board: J. Giger, A. Manugian, B. Pine, B. Pease (Chair)
Absent: S. Whitefield (FinCom), J. Degen (Select Board)

Also Present: P. Dufresne (Town Accountant), M. Hartnett (Tax Collector/Treasurer) M. Haddad (Town
Manager), D. Dunbar (Executive Assistant), J. Greeno (Principal Assessor), M. Doig (H.R. Director}, M.
Gilbert (School Committee Chair), L. Chesson {GDRSD Superintendent), M. Knight (GDRSD Business
Manager). C. Sartini (Groton Herald)

Documents available at the meeting: Town of Groton Proposed Operating Budget FY19
Town Manager's Budget Presentation

Mr. Green called the regular session of the Finance Committee to order at 7:15 p.m.
Select Board is already in session

FY20 Proposed Budget Presentation: Mr. Haddad distributed copies of his presentation to both boards.
He summarized the highlights of the FY20 budget as outlined on each presentation slide (please see
attached document for the budget information presented).

Mr. Manugian left the meeting at the conclusion of the presentation (7:50 p.m.)

Mr. Haddad drew attention to the fact that while this budget meets the guidance provided by the Select
Board and Finance Committee (limiting growth to 2.54%), this goal was made achievable due to dramatic
decreases in Employee Benefits budgets for FY20. The Pension assessment has dropped $180,000 as the
Early Retirement Incentive is now fully funded. Also contributing to the decrease in Employee Benefits
are health insurance costs which are growing much less than anticipated due to negotiated changesin the
employee cost share percentage. He stressed that these very substantial budget reductions will not be
available in future years, resulting in projected deficits on his 5-year plan. Mr. Haddad drew attention to
the fact that the GDRSD projected assessment will require 84% of all new Town revenue in FY20. Ms.
Gilbert noted that the school budget is not yet completed and therefore that projection is subject to
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change. She also detailed some specific budgetary challenges that the district is facing with regards to
unexpected increases in special education, retirement and charter school tuition costs. While she does
not support requesting a tax override to meet these needs, she hopes both district towns will consider
alternative funding plans for FY20.

Mr. Green thanked the Town Manager and the Finance Team for the presentation and announced that
the Finance Committee will be meeting with the Select Board and Department Heads on Saturday, January
26" starting at 9:00 a.m. for a deeper discussion of both the operating and capital budgets (as proposed).
Ms. Manugian asked whether the actual expenditure columns listed in the budget document directly
correlate with the projections for FY20. Mr. Haddad replied that the actuals are used to establish a
baseline by which to evaluate the proposed departmental requests for FY20.

Both boards briefly discussed the upcoming summit meeting with the School Committee and agreed to
schedule this for February 6™. An Hee Foley suggested including with the annual budget preparation-a
long-term analysis of the needs in every Town department (as was just done for the Fire Department).
She believes that this information will help residents make decisions on spending for each new budget
year. Mr. Green replied that when known, this information is made public as part of the 5-year projection.

At 8:10 p.m. the Finance Committee relocated to the 2" Floor Lunch Room to discuss Other Business.

The members briefly discussed the vote by the Fire Department Task Force to recommend hiring two (2)
more full-time firefighters in FY20 (in addition to the two that were hired January 2019). The estimated
cost for all four new hires is $230,000 including benefits. The schedule for the upcoming Saturday budget
meeting (1/26/19) was tentatively approved, with specific focus on the following departments: Library,
DPW, Country Club, Debt Service, Police and Fire. Mr. Robertson asked for clarification on the evolution
of the Health Insurance projection for FY20; Ms. Dufresne agreed to provide this information. Ms. Leonard
noted that certain remarks made by School Committee representatives may be misleading as regards
Circuit Breaker calculations. She noted that these reimbursements are based on special education
payments made by a town that are over a particular threshold (for instance additional extraordinary relief
is provided when costs are 25% above the prior fiscal year), and are not based on the perceived wealth of
the Town. Mr. Green said he would be interested in seeing an update on the DPW building committee
activity (including their specific charge).

Approval of Minutes:

On a motion by Mr. Robertson, seconded by Ms. Leonard, the Finance Committee voted unanimously
to approve and release the minutes of December 3rd, 2018 as amended. The Vote: 5-0-0

Mr. Green officially adjourned the regular session of the Finance Committee at 8:35 p.m.

Respectfully submitted,

Patricia Dufresne, Recording Secretary
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TOWN OF GROTON
FISCAL YEAR 2020

TOWN MANAGER'S
PROPOSED
CPERATING BUDGET
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This is the eleventh Proposed Operating Budget
that | have submitted as Groton’s Town
Manager.

FY 2020 is the fourth year in which the Select
Board and Finance Committee provided
direction to the Town Manager prior to the
development of the proposed budget in
compliance with the Financial Policies of the
Town and recently revised Charter.

The Finance Committee and Select Board voted the following budget
guidance for Fiscal Year 2020:

The total increase in the Wunicipal Budget (minus excluded debt)
shall be no greater than 2.54%.

The Town Manager shall submit a balanced budget, without the need
of an override of Proposition 2%.

With the exception of fully funding the two new Firefighter Positions
in FY 2020, there shall be no new benefited positions proposed.

The Town WManager shall track changes in revenue projections
(limited to three times per year) and provide revised estimates on
December 31, 2018, March 31, 2019 and October 31, 2019.




PROCESS

* Instructions were sent out to every Department
requesting Budgets that maintained services, keeping in
mind that the owverall Municipal Budget would not
increase by more than 2.54%.

To review the budgets submitted by the various
Departments, the Town Manager was assisted by the
Town’s Finance Team made up of Patricia DuFresne,
Jonathan Greeno, Michael Hartnett, Melisa Doig and
Dawn Dunbar. In addition, members of the Select
Board and Finance Committee attended several of the
Departmental Review Sessions.
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PROCESS

* All Departments submitted budgets that
allowed the Finance Team to develop a
Budget that met the Budget Guidelines
established by the Select Board and Finance
Committee.

* The Proposed Fiscal Year 2020 Municipal
Budget does not exceed an increase of 2.54%
AND maintains services at current levels.

BUDGET DEVELOPMENT

= The Fiscal Year 2019 Approved Budget is 576,942 under
the Levy Limit.

¢ FY 2019 New Growth was certified at $29 million, which
added $556,305 to the FY 2019 Levy Limit.

* The Fiscal Year 2020 Budget anticipates $20 million in New
Growth which will add $362,200 to the FY 2020 Levy Limit.

= The Proposed Fiscal Year 2020 Town Operating Budget
anticipates that State Aid will be level funded.




BUDGET DEV

Both the Groton Dunstable Regional School Committee and Mashoba Regional
Technical High School Committee have yet to complete their Budgets for FY 2020.

The Finance Team worked closely with the Groton Dunstable Regional School
Administration to determine an assessment for the Groton Dunstable Regional
School District,

Over the past two budget years, the District has been implementing cost saving
measures based on the recommendations of the external audits, that have led to
a reduction in budget expenses of $403,850 from FY 2019 to FY 2020. The initial
intent was to use this savings to increase services to students above “level
service”,

However, due to increasing number of special education students, a much
greater than anticipated cost increase in County Retirement and an increase in
the State Assessment for Charter Schools, the savings needed to be redirected to
cover operational expense increases,
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These increases required the District to propose a 6.26% increase
in its Assessment for Fiscal Year 2020. This proposal would have
raised their Assessment from 520,215,428 to $21,480,914, or
$1,265,486. Given the anticipated new revenues for FY 2020, this
increase would have put the Town in an override situation or
caused a reduction of almost $200,000 from the Municipal
Budget.

We held an additional meeting with the School Administration to
discuss the impact of this request. Based on this discussion, they
chose to lower their request to $21,296,540, an increase of
$1,081,112, or 5.35%. It is our understanding that this Assessment
will allow them to provide a level services budgetin FY 2020, We
will continue to work with the School Administration over the
next several months as they finalize their budget.

BUDG OPME

We have been informed that the number of Groton
students attending Nashoba Tech has increased by
eight, from 36 to 44.

Using our best judgement of per pupil costs
(approximately $16,000 per student), we are
proposing an increase in the Nashoba Valley Regional
Technical High School Assessment of $128,000 or an
increase 22.97%.

The proposed budgets for both GDRSD and Nashoba
Tech should be considered placeholders at this time.




BUDGET DEVELOPMENT

In order to allow for increases in both Regional School
Budgets and keeping Municipal Spending to a 2.54%
total increase, all of the Town’s unexpended Tax
Capacity is needed to balance the budget.

The Town Manager is required to submit a balanced
budget based on anticipated revenues.

The Town Manager cannot submit a budget that
requires an override of Proposition 2%. Only the
Select Board can make this decision.

1/7/2019

BUDGET DEVELOPMENT

« The Town has paid off its early retirement assessment to

Middlesex County, allowing the Town to reduce its Assessment by
$108,646 in FY 2020.

= Due to the outstanding cooperation of our Unions, allowing us to

decrease the Town’s Health Insurance Cost share by 10%, we are
able to absorb an anticipated 10% increase in Health Insurance
Rates by increasing that line item by only $26,252 or 1.53%.

Overall, Employee Benefits have been reduced in FY 2020 by
$25,154, or 0.62%.

We anticipate a healthy revenue forecast for FY 2020,

REVENUE PROJECTIONS

TO CALCULATE THE FY 2020 LEVY LIMIT

FY 2019 LEVY LIMIT $30,650,535
ADD 2V: PERCENT $ 766,263
ADD NEW GROWTH $ 362,200

EXPECTED LEVY LIMIT $31,778,998




VENUE PROJECTIONS

FY 2020 TOTAL TAX LEVY CALCULATION

FY 2020 LEVY LIMIT $ 31,7798,998
DEBT EXCLUSION - TOWN s 1,260,589
DEBT EXCLUSION - GDRSD % 739,429
SUB-TOTAL — EXCLUSIONS $ 2,000,028
TOTAL TAX LEVY $ 33,779,026
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OTHER ESTIMATED REVENUES

. State Aid % 909,717

. Motor Vehicle Excise Taxes $1,577,642
General Revenues $2,542,838

. ~ Other Available Funds $ 300,000

. TOTAL $5,330,197

Actual Proposed Dol Percent
Revenue Source FY 2019 Y20 Change  Change
Property Tax™ § 0SS § 3TN $ L1848 368
State Aid H 508717 § 908,717 $ - 0.00%
Local Receipts S o3gaul § 414 § o1 319%
Enterprise Fund Feimbursement for Benefits H 168§ 236,288 § 18 -05E
Free Cash § $ M 5 BMI 10008
Other Available Funds H 500 5 300,000 S (so00)  -LEA%
TOTAL $ /MBI ¢ I3mEN § 1282500 355%

#*Includes we and one-half percentincrease allowed by law and $20million in new growth,




REVENUE PROJECTIONS
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FY 2020 Revenue Estimates Oct. 31, 2018 Dec. 31, 2018
Anticipated 214% Increase § 65,425 H 766,263
MNew Growth - Calculated at 520 millien in Value § 381,000 g 362,200
State Aid 3 @ $ -

Free Cash § $ 33,143
Gther Available Funds § - § {5,000}
Estimated Receipts § 80,261 § 17,38
Enterprise Fund Reimbursement for Benefits $ - § (1,345)
Total Anticipated New Revenues § 1,226,686 $ 1,282,500
Difference § 55,814

Sources of Revenue

Fiscal Year 2020
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BUDGET SUMMARY

* There are no new service offerings proposed in the Fiscal Year
2020 Proposed Operating Budget.

= All current services are maintained.

The Town has seven (7) Collective Bargaining Units. Fiscal Year
2020 will be the second year of three-year agreements with all
seven (7) unions. Six (6) of the Unions call for Cost of Living
Adjustments of two (2%) percent, while one Agreement
(Communications Union) calls for an increase of one and three
quarters (1.75%) percent.

These Cost of Living Adjustments will cause Salaries and Wages to
increase by $117,106 in FY 2020




The performance incentive program remains in effect for many of our union
employees. For the Supervisors Union, the incentive will be paid as a one-time
cash bonus and will not be added to their base when calculating the FY 2021 Cost
of Living Adjustment. The total amount of the Incentive Program for all Unians is
$58,581, of which $25,123 is for Supervisor Incentives that will be paid out of
Free Cash,

Debt Service in Fiscal Year 2020 is significantly different than Fiscal Year 2019.
This proposed budget carries the first-year full debt service for the Senior Center.
This has increased the Town's share of excluded debt by $396,417 from $865,445
to $1,261,862, or 45.8%, Total Excluded Debt will increase in FY 2020 from
$1,775,336 t0 $2,000,028 or $224,692.

Due to favorable interest rates, the Town permanently financed the debt on the
Lost Lake Fire Protection Preject and Ladder Truck, while continuing to use Shart
Term Bonds to cover the cost of the Radio Project. This has allowed the Town to
keep in-levy debt service at around $250,000, while reducing the need for Free
Cash to pay down debt from $272,946in FY 2019 to $98,714in FY 2020.
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SUMB

When we developed the FY 2019 Proposed Operating Budget of
the Country Club, we anticipated that it would break even and
require no taxpayer subsidy. Itis too early to tell how Fiscal Year
2019 will end, but we are encouraged by healthy revenues during
the summer and expect a strong Spring. We are expecting the
Club to break even in FY 2020.

The Select Board set as one of their annual goals in 2018 to
establish an Other Post Employment Benefits (OPEB) Funding
Policy, which was adopted in the Fall of 2018. The Policy calls for
different funding strategies, including funding annually from Free
Cash the amount necessary to prevent the net present value OPEB
Liability from increasing The FY 2020 Budget, based on a
recommendation from our OPEB Actuary, requests $169,000 from
Free Cash for deposit to the OPEB Trust.

We are proposing a Balanced Budget that
uses all available funds under Proposition 214,
including all of the unexpended Tax Capacity.
The total budget, if approved, will be at the
anticipated FY 2020 Levy Limit.

As directed by the Finance Committee and
Select Board, the Municipal Budget does not
increase by more than 2.54%.




BUDGET SUMMARY

The Town Manager's Budget Proposes a funding increase in
Operating Expenses of $1,081,112 or 5.35% for the Groton
Dunstable Regional School District.

For perspective, the Town of Groton will have increased the
GDRSD Operating Expense Line Item from $17,097,405 in Fiscal
Year 2016 to 521,296,540 in Fiscal Year 2020 for a total increase of
$4,119,135 or 24.56%.

During this same time period, Municipal Spending will increase
from $13,133,935 in FY 2016 to $14,796,700 in FY 2020 for a total
increase of 51,662,765 or 12.66%.

We are proposing a funding increase of $128,000 or 22.97% for
the Nashoba Technical High Schaol.
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BUDGET SUMMARY

ENTERPRISE FUND BUDGETS

Water Department $1,262,219 -1.25%
Sewer Department % 725,408 -0.3%%
Four Corners Sewer District $ 31,424 -34.39%

Community Cable Department $ 204,149 0.50%

TOTAL $2,220,021 -1.27%

CAPITAL BUDGET

The Charter states that the Town Manager shall submit a Capital Improvement
Plan to the Select Board and Finance Committee at [east 6 months before the
start of the fiscal year.

During our most recent bond issue, S&P Global Direct reviewed our finances and
budgeting and maintained our Bond Rating at AAA with a Stable Cutlook.

They stated that “Groton also maintains a strong focus on long-term capital
planning, evidenced by a five-year capital improvement plan (CIP) that identifies
projects and costs across all departments. The Town updates its CIP annually and
details pay-as-you-go funding and bond financing of all capital projects.”

We are adding a new section that provides an additional five (5) year lockout on
our Municipal Building needs through Fiscal Year 2029. We believe adding this
new section will aid the Select Board and Finance Committee in understanding
the long-range needs of our buildings and allow the Finance Team to plan for any
major projects that may require long term debt planning.




Department Item Amaurd
Fireand EMS Engine 3 Replacement 5 14087s
Firo and EMS Service 1 Replasemant. 3 B0.000
Highway Buiiding Upgrads S 4000000
Highway Brush MaweriFioll Mowar S 45000
Highway Dump Truck 5 000
Highway Backhot 5 o500
Town Faclities 1T Infrastruciure/Compuier Purshase 5 40000
Town Facilties Dispaich Upgrada s &0
Towin Faeflties Municipal Bullding Exterior Repairs 5 25000
Town Faclties Paint Police Siafaneel Ropairs s 2opa
Transter Stafion Trastor Traller UniTrash Trafler s 40000
Library Ronf Repair 5 1125000
Police Police Crusers 5 10asds
Counlry Club Peol inprovamants 5 15000
Counlry Club Cart Path Repirs s fopo0
Counly Club Triplex - Greans Mower s s
Water Depanmeni Waler Meler Replacement Program s 7500
Sewer Department Waslewater Treatmen Plnt Upgrades 5 1250000
GDRSD #onual Reglanal Sehool Copilal 5 4rapn
Tetal Requested § TEaE3

Funding Souree

Ambukinze Fund
Ambuksnce Fund
General Obfgation Bond
Capital Asset

Capifal Asset

Captal fsset

Caphal Aaset

Capasl Assel

Captal Asset

Capital Assel

Capital Assat

Gonoral Qblgation Bend
Cepital Assel

Capilel Assel
Capila) Asc el

Caplial Al

Water Revenue

Sewar Revenua
GORSD Capdal

1/7/2019

General Obligation Bond

Capital Asset Fund
Ambulance Fund
Water Revenue
Sewer Revenue
GDRSD Capital Fund

Total

$ 5125,000
§ 504,945
$ 200875
§ 75000
$ 1,250,000
§ 47901

§ 7,634,831

Bulding FY 2025 FY 0% FY 2000 FY 2028 FY2088  Five YearTolal

“Librry § g § neee ¢ no § ap s B § B0
TownHal § 1§ Hoe ¢ Boie § i s o § B
iPolice Salen § e § e § e s e § B § 6000
SeniorCerler 5 . 30000 § Bt -§ -5 e
Couriry Clob § 0 16000 § uee § o § =¥ i
Cerler Fire Saion 5 = =% -8 ape § 0§ 1000
‘LoslLake Fire Staion § B0 ¢ 300§ 2 5 A 5 0w § 0
{Legian Hall 3 e § fome § it -8 -5 ]
§ fE0L0 §  AR0000 & TEEDODO§ MEOME §  ddoo0p §  tpeson




EXPENDITURE BREAKDOWN

« As stated earlier, the Guidance given to the
Town Manager for the Preparation of the Fiscal
Year 2020 Proposed Operating Budget was to
balance the budget without the need of an
override and that the Municipal Budget should
not exceed an increase of greater than 2.54%.

* Subsequent to the issuance of this Guidance, the
Select Board and Finance Committee voted
unanimously to exclude from the calculation any
increase in OPEB in the Operating Budget.
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EXPENDITURE BREAKDOWN

FY 2020 Percent
Function Proposed Change
= General Government S 2,077,937 2.40%
= Land Use Departments $ 450,361 4.16%
= Protection Persons/Property S 4,297,002 4.09%
* Department of Public Works S 2,237,722 2.00%
» Library and Citizen Services $ 1,684,572  1.58%
* Employee Benefits* S 4,049,206 -0.62%

= Municipal Government Total $14,796,700 1.93%

= *With OPEB Included

EXPENDITURE BREAKDOWN

FY 2020 Percent
Function Proposed Change

* General Government $ 2,077,937 2.40%

+ Land Use Departments § 450,361 4.16%

*  Protection Persons/Property $ 4,297,002 4.09%

Department of Public Works § 2,237,722 2.00%

= Library and Citizen Services § 1,684,572 1.58%
$

Employee Benefits® 3,880,106 -2.37%
= Municipal Government Total $14,627,700 1.47%

= *Without OPEB
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"Where Your Tax Dollars Go"

Fiscal Year 2020 Expenditure Anslysis
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Actual Proposed Percent

FY 2019 EY 2020 Change

Levy Capacity Used $30,575,728 $31,778,998 3.94%
Tax Rate $17.12 $17.59 2.75%
Average Tax Bill $7,858 $8,074 2.75%

Excluded Debt $1,775,336 $2,000,028 12.66%

Tax Rate $0.99 $1.11 12.12%

Average Tax Bill $454 $509 12.12%
Final Levy Capacity $32,351,064 $33,779,026 4.41%
Final Tax Rate $18.11 $18.70 3.26%
Average Tax Bill $8,312 48,583 3.26%

+ The proposed FY 2020 Budget is able to maintain
municipal services at their current levels, including
the two additional Firefighter/EMTs added last fall,
and provide a proposed 5.35% increase in the
Operating Assessment of the GDRSD because of one
time savings in County Retirement and Health
Insurance. These will not be available in Fiscal Year
2021.

+ In addition, the Finance Team is concerned with the
following Expenditure and Revenue Proposals:
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BUDGET CONCERNS

* Toachieve the balanced budget we have level funded the Legal Budget
at $90,000. Thisis a gamble given the expenses incurred thus far in
Fiscal Year 2019 based on the fee structure of the new Town Counsel.

More students are choosing to attend Nashoba Tech, and the set aside in
the Proposed Budget for FY 2020 may not be enough. In addition, for
the third consecutive year, more Freshman students are entering than
the Senior Class graduating from the School.

*  We are beginning to see a downturn in revenues derived from Motor
Vehicle Excise Taxes.

= Unless we reduce both the Municipal Budget and the Operating
Assessment for the Groton Dunstable Regional School District, we will
need operating overrides of between 5$250,000 and $400,000 in each of
the next five years.
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