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TOWN OF GROTON Board of Selectmen

173 Main Street

Groton, Massachusetts 01450-1237 Joshua A. Degen, Chairman
Tel: (978) 448-1111 Anna Eliot, Vice-Chairman
Fax: (978) 448-1115 Stuart M. Schulman, Clerk

Peter S. Cunningham, Member
John G. Petropoulos, Member

Town Manager
Mark W. Haddad

To: Honorable Board of Selectmen
Honorable Finance Committee

From: Mark W. Haddad — Town Manager
Subject: Fiscal Year 2016 — Proposed Town of Groton Operating Budget

Date: December 31, 2014

Pursuant to Article 6, Sections 6-3 and 6-4 of the Charter of the Town of Groton, Massachusetts, | am pleased to submit for your
consideration the Town Manager’s Proposed Fiscal Year 2016 Operating Budget for the Town of Groton. This is the seventh budget that |
have submitted as your Town Manager. Similar to the last three years, | will be proposing a “needs budget” that allows us to continue to
address areas that will improve our overall service delivery to our residents. This budget will utilize all of the Town’s excess levy capacity, as
well as all allowable growth under Proposition 2'2. It will provide growth in some areas, including the Police Department and Groton
Dunstable Regional School District. We have also provided funding in the Debt Service Budget within the levy to address some very
important capital needs. | will explain those later in this Budget Message. As you will recall, last year the Town voted to exclude the debt
service on our new Center Fire Station from Proposition 2%2. That said, the excluded debt budget will decrease in FY 2016, providing some
relief for our residents and taxpayers. In addition, the Finance Team and | will be proposing that we address Other Post-Employment
Benefits (OPEB) in Fiscal Year 2016. This proposal, also addressed later in this message, will allow the Town to fund OPEB with money
already contained in the budget. It will not require a new appropriation. The Town needs to address this issue by Fiscal Year 2018 and |
believe the plan presented will allow the Town to start funding this liability two years early.

| am very fortunate to have the outstanding support and assistance of Town Accountant Patricia DuFresne, Principal Assessor Rena Swezey,
Treasurer/Collector Michael Hartnett, Human Resources Director Melisa Doig and Executive Assistant Dawn Dunbar in developing the
proposed operating budget. Their recommendations and cooperation were crucial in the preparation of this budget.
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In preparing the FY 2016 Budget, | provided the Departments with the same guidelines as | did last year. Specifically, | requested that
departments continue to examine the services they provide and determine whether or not to adjust the way those services are delivered.
Departments were asked again to take a hard look at their department operation and provide a realistic outlook for FY 2016. This was an
extremely successful approach the last three years and it absolutely repeated itself in preparing this proposed budget. We will have the
potential to adjust budgets for the fourth consecutive year. | strongly believe that we will continue to improve the delivery of services in key
departments in FY 2016.

When putting together our estimated revenues for Fiscal Year 2016, as is always the case, we needed to take into consideration the fact that
the Commonwealth has yet to begin its budget deliberations. Making this more difficult is the fact that a new Governor will be taking office in
2015 and he will not be submitting his budget until March 1, 2015. That said, even though the Commonwealth has seen a decline in
revenues, Governor-Elect Charles Baker has made a commitment not to cut local aid. Based on this, we will be level funding State Aid in
Fiscal Year 2016. One factor that will have a positive impact on revenues in FY 2016 is a vote by the 2014 Fall Town Meeting that
authorized the collection of a local meals tax. In FY 2016, we are estimating that this new revenue stream will provide an additional $100,000
in local receipts. As stated earlier, we will be using all of our excess levy capacity to fund the proposed budget. Another important factor to
consider is a decision that was made at the 2014 Fall Town Meeting. The Board of Selectmen and Finance Committee recommended, and
Town Meeting approved, taking an additional $150,000 from “Free Cash” to offset the FY 2015 Tax Rate. This increased our unexpended
Tax Capacity from $314,488 to $464,488. This will not be available in FY 2016 and the relief provided to the residents in FY 2015 will have
to be made up with property taxes in FY 2016 in order to maintain and improve the level of services provided to our residents. The following
chart shows what we expect to receive in revenues for FY 2016 that can be used to fund the Proposed Operating Budget:

Budgeted Estimated Dollar Percent

Revenue Source FY 2015 FY 2016 Change Change
Property Tax $26,002,556 $26,926,670 $924,114* 3.56%
Unexpended Tax Capacity $ (464,488) $ 0 $ 464,488 100.00%
State Aid $ 828,915 $ 821,981 $ (6,934) -0.84%
Local Receipts $ 3,054,000 $ 3,162,000 $ 108,000 3.54%
Free Cash $ 150,000 $ 0 $(150,000) -100.00%
Other Available Funds $ 175,000 $ 200,000 $ 25,000 14.29%
TOTAL $29,745,983 $31,110,651 $1,364,668 4.59%

“*Includes two and one half percent increase allowed by law and $15 million in new growth.

Thanks to our practice of sound financial planning and smart budgeting, we are confident that we have a healthy revenue forecast for Fiscal
Year 2016. This will allow us to continue to maintain services and to address areas that we believe will improve the delivery of those
services. One change from last year is that we will see a major increase in our pension budget of eleven (11%) percent. | will explain the
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reasons for this later in this Budget Message. We are budgeting an increase of seven (7%) percent in our health insurance budget. While
we will not know the final pension or health budget until some time in early FY 2016, we believe the amounts budgeted are conservative and
will meet our obligations next fiscal year. We will continue to monitor these budgets and make any required changes prior to the Budget
being voted at the 2015 Spring Town Meeting. | would like to call your attention to the following areas as you review the Town Manager’s
Proposed Fiscal Year 2016 Operating Budget:

POLICE DEPARTMENT WAGES

The Town of Groton is extremely fortunate to have an exceptional Police Department. Our Department provides excellent services to our
residents and has an outstanding reputation throughout the region. The commitment made by the Board of Selectmen and Finance
Committee to provide the necessary funding in past years for our Police Department has paid off. | would like to continue that commitment in
Fiscal Year 2016. An area of importance is the protection of our students. We are proposing a School Resource Officer be added to the
Police Department budget in FY 2016.

The Massachusetts Task Force Report on School Safety and Security published in July 2014 makes several recommendations to the
Governor that states that each Municipality should establish a district-level emergency management team, comprised of the town manager,
superintendent of schools, police chief, fire chief, emergency management director as well as other public safety officers and that at the
secondary level, every school in the commonwealth should have a school resource officer. This will allow for a consolidated set of protocols
including evacuation, shelter in place, lock down and family reunification. On a regular basis, districts should direct schools to practice
gathering at a primary rallying point and preparedness training should be provided for all staff. Groton has 3 high schools (1 public, 2
private), 2 Middle School Buildings, 1 Elementary School Building, 2 school operated buildings with multi-function use, 1 private K-8 school, 3
Day Care, early education centers and 1 Special needs hospital with a school. Our current staffing includes 2 part-time (P/T) School
/Juvenile Officers that perform duties as needed, including DARE. By adding a School Resource Officer, we will be able to improve our
delivery of services for our school aged children and address the issues stated above. A full-time officer assigned to the Schools will allow
for more direct attention to school and juvenile needs and allow for a second juvenile officer (P/T) as needed. The impact to the FY 2016
Proposed Operating Budget for this position is $71,000, including benefits.

SARGISSON BEACH

In the Fiscal Year 2015 Proposed Operating Budget, | had included funding to reopen Sargisson Beach. This was based on the desire of the
Board of Selectmen to reopen the Beach and the appointment of the Sargisson Beach Committee that was charged with developing a plan
for this purpose. Due to the School Budget issues faced in FY 2015, the Board of Selectmen and Finance Committee decided to remove this
funding from the budget. It is still a priority of the Board and | am proposing that we fund the opening of the Beach in FY 2016. A detailed
breakdown is discussed in the Water Safety Budget contained in the Library and Citizen Services section of the proposed budget. They are
seeking a budget of $38,210 which | have included in the Town Manager’s Proposed Operating Budget.
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PENSION BUDGET

This year’s budget reflects an 11% increase in the Middlesex County Retirement component of the Town’s Employee Benefits department.
According to our Treasurer, Michael Hartnett, the Town is one of 71 members of the Middlesex County Retirement System, whose
employees become vested in the pension system after 10 years of service and when they reach age 55. Each individual member city or
town is assessed according to many vital statistics, including active employees, new hires, terminated employees who have yet to seek
retirement or a return of their money, replacement employees who came from elsewhere in the state retirement system, death and longevity
statistics, and investment performance. In addition, the pension system assesses all members on an annual basis for their portion of the
unfunded liability of the system, a liability which will be paid in full in 2035. Pension reform legislation was passed by the Massachusetts
Legislature in 2012 addressing many deficiencies including age vesting, spiking of earnings, and other areas as well.

The Middlesex County Retirement System, as a whole, set a benchmark of 6.5% annual assessment increases through 2020 (and 4.5%
thereafter until 2035), which are adjusted up or down to each city or town, based on the Town’s specific circumstances as outlined above.
Regarding FY 2016, Groton’s increase is largely attributable to several replacement hires in the past two years whose State pension liability
from their previous employment has temporarily transferred to Groton. This anomaly whereby a town is responsible for the pension liability of
a new hire from another town is not uncommon, however it is a temporary charge and is credited back in future years. Groton’s Fiscal 2017
pension assessment has been set at 5.8%, below the system-wide target of 6.5%, further evidencing the year-to-year fluctuations that impact
the assessment. PERAC, the State’s Public Employee Retirement Administration Commission, monitors and governs all aspects of the
Middlesex County Retirement System (MCRS). PERAC consistently identifies MCRS as one of the State’s most efficient and well run
pension systems in the Commonwealth.

DEBT SERVICE BUDGET

In developing the Capital Plan for Fiscal Year 2016, two important items were included that we believe are crucial for the safety of our
residents and employees. The first item is the Fire Protection of the Lost Lake Area. As you will recall, the 2013 Fall Town Meeting
appropriated funding to develop a plan to address the shortage of water for firefighting purposes in Lost Lake. We have developed a plan to
install water mains, cisterns and dry hydrants to provide this protection. We are in the process of putting this project out to bid with the
intention of bringing an article to the 2015 Spring Town Meeting to appropriate approximately $1.9 million for this purpose. The second area
of concern is our public safety radio communications. The Police Chief and Fire Chief are working on a joint radio project to upgrade the
radio system. This is a major upgrade. Currently the police and fire department radio systems are inadequate for a community the size of
Groton. This issue creates major “dead” areas that are unacceptable and place personnel needlessly at risk. One of the most common
contributing factors in firefighter and police officer injuries and deaths are communications issues. We will be seeking to borrow $650,000 to
fund a complete overhaul of our radio system that will improve communications between our Police Department, Fire Department, Highway
Department and Water Department. We believe this will dramatically improve the safety of our emergency personnel, as well as improve the
delivery of services to our residents. The Fiscal Year 2016 Debt Service Budget contains $132,500 to cover the first year debt service for
these very important projects.
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OTHER POST-EMPLOYMENT BENEFITS (OPEB)

Other Post-Employment Benefits (commonly referred to as OPEB) are those benefits other than pension that the Town is responsible to
continue providing to the employee after he or she has retired or left Town service. Currently, the Town of Groton provides health insurance
and life insurance to its retirees, recognizing the expense during the period of actual distribution rather than in the period during which those
benefits are earned. In 2004, the Government Accounting Standards Board (GASB) issued statement number 45 setting forth some
requirements for Towns that handle OPEB costs on a “pay-as-you-go” basis. This was done in an effort to provide interested parties with
more complete information regarding the true financial position of municipalities that provide such benefits. To this end, GASB 45 first
requires that a periodic actuarial analysis be done to identify the costs of the OPEB that are earned by public employees during their years of
service, and then also requires that this cost be reported as an accrued liability and included as a footnote to the Town'’s financial statements.
The Town of Groton made a commitment to Standard and Poor to begin to fund this liability by Fiscal Year 2018,. As stated in last year’s
budget presentation, Groton’s Liability is $7,150,656. We will be required to update this liability in FY 2016 and the Town Accountant’s
Budget contains the necessary funding to pay for this update. As noted in last year’s budget presentation, choosing to leave it unfunded may
negatively impact the Town’s ability to maintain a high credit rating and thereby control debt service costs.

The only long-term solution to the OPEB liability is to develop a dedicated revenue stream to address this growing obligation. In order to
allow the Cities and Towns of Massachusetts to address this, the Legislature has approved Chapter 479 of the Acts of 2008, which provides
for the establishment of an “Other Post-Employment Benefits Liability Trust Fund”. The law is a local option that requires approval at Town
Meeting. Upon acceptance, the Town may establish an irrevocable trust fund to account for appropriations made to cover its unfunded
OPEB liability. We are proposing to establish this Trust in FY 2016. One of the benefits of this Trust is that it can be used to pay for current
retiree health insurance. Currently, the Town appropriates approximately $200,000 in its Operating Budget to pay for retiree health insurance
on an annual basis. It will be our recommendation to establish the Trust in FY 2016 and fund it by appropriating the money already allocated
for retiree health insurance. We would then use this money to pay our retiree obligations in FY 2016. We would repeat this process in FY
2017 and FY 2018 as well. In FY 2019, the Town will have completely funded the unfunded pension liability created by the early retirements
of employees in the 1990’s. This will free up another $200,000 in the budget that can be used to fund our OPEB Liability without seeking a
new appropriation from the Town. We would increase our annual OPEB appropriation to $400,000 in FY 2018 and every year thereafter.
While we would continue to fund current retiree health insurance out of the Trust, we will begin to pay down the liability with additional
appropriation currently paying our early retiree pension costs. This plan will address OPEB and not impact our overall delivery of services. |
strongly urge both the Board of Selectmen and Finance Committee to support the establishment of this Trust Fund in FY 2016.

GROTON COUNTRY CLUB

As you will recall, during last year’s budget deliberations, due to the fact that the Country Club Budget had run revenue deficits over the past
few Fiscal Years, the Finance Committee made it very clear that they wanted to see a plan for the Groton Country Club in FY 2016. Both the
Board of Selectmen and | made a commitment to the Finance Committee that we would work over the summer and fall of 2014 to address
the Club’s annual operating budget. When General Manager Robert Whalen retired in June, 2014, we used a portion of his salary to hire a
consultant to review Club operations and recommend improvements that would increase its long term viability. The Town hired Bill Gustus to
develop this report. Some of his recommendations include the following (these are taken from his final report):
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A. Hire a General Manager/Golf Pro

There needs to be one manager that coordinates the operations of all divisions and oversees the overall budget for the Country Club.
Currently, division heads only see their individual departmental appropriations and have no knowledge of how revenue and expenses are
matching up. A General Manager will be able to make operational adjustments to cut spending when necessary to stay within projected
revenues. A General Manager will also be able to coordinate activities within the divisions to the benefit of the whole organization. Programs
and events that utilize the resources of not only golf, but also the pool and/or the function facilities will provide additional revenue for the
overall entity. The General Manager will also be able to coordinate all Marketing activity to the benefit of all divisions. The golf operation will
need a Golf Professional to conduct lessons and provide services to members, daily fee players and camp participants. Ideally, the Golf
Professional would also be the General Manager of Country Club with oversight over all operational divisions. If it is not possible to find a
qualified individual to perform both functions for the amount of money available to fund a dual position, then it is recommended that the duties
be split up and the Country Club secure the services of a General Manager and contract with a golf pro to come to the course on a part time
basis to perform teaching functions only.

B. Enhance Revenue Through Additional Daily Fee Play

Currently, the Country Club favors its members over daily fee play. While the membership is important, integrating regular daily fee players
into leagues, events, outings and tournaments is an important part of returning the Country Club to profitability. Special member events
should still be held but events that attract the public should be enhanced. A regular schedule of monthly events should to be developed and
marketed to the general public.

C. Increase Membership

The Club should seek to increase membership through additional member benefits including discounts on monthly 9 and Dines, open events
and free handicapping services. In addition, the Club should consider providing incentives to current members to recruit new members ($25
pro shop or cart fee credit for bringing in new members). The Country Club should create “Frequent Player Passes” as an alternative to full
membership. 10 and 25 round player passes offered at a discount to full daily fee rates will help to foster club loyalty.

D. Operate Pro-Shop Effectively

The Town should operate the pro shop and all revenue from all sources should flow through to the Town including camp and lesson revenue.
Detailed reports from the pro shop should be required, thereby accounting for all revenue.
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E. Implement Full Marketing Plan

The current website is underutilized. The website should be used to provide email blasts reminding subscribers of weekly and monthly
events and should be sent at least weekly during the season. In addition, print media should be employed in the spring to generate interest
in the facilities and local business should be visited to introduce the course to employees. Promotional brochures should be developed and
distributed to area businesses and institutions. Strategic partnerships should be forged with area schools to generate additional junior golfers
and swim members at the facilities. Specials that allow non-members to use multiple facilities at the Country Club should be established for
an all-inclusive daily fee.

We have already begun to implement many of the consultant’'s recommendations. We are in the process of hiring a new General
Manager/Golf Pro for the Country Club. In addition, we are developing a Request for Proposals (RFP) to lease out the Function Hall to a
third party vendor. This is similar to what was done last year with Mulligans, which has been successful. Most importantly, we have
developed an operating budget for the Country Club in Fiscal Year 2016 that we believe meets the needs of the Club and will allow for the
generation of revenues to cover operational expenses. The one caveat to this proposal is if we cannot successfully lease out the Function
Hall, we will need to redraft the budget to include funding to cover the Function Hall’s expenses. | will continue to update both the Board of
Selectmen and Finance Committee as we move through the RFP process. We are requesting a budget of $416,192 in Fiscal Year 2016.

UNION CONTRACTS AND BY-LAW EMPLOYEES

The Town now has seven (7) Collective Bargaining Units. All Agreements are up for renewal in Fiscal Year 2016. In an effort to provide a
Proposed Operating Budget that completely addresses all of our anticipated obligations and expenses in FY 2016, | reached out to all seven
unions and asked them to consider negotiating new agreements a full six months prior to the expiration of the current agreements. Due to
the outstanding relationships my office has with our Unions and employees, all seven unions agreed to early collective bargaining. | am
pleased to report that we have successfully concluded negotiations with all Unions for new three year agreements (five have been ratified by
the Board of Selectmen and the other two have Tentative Agreements subject to ratification) that will run from July 1, 2015 through June 30,
2018. These agreements provide the Town with budget stability. | want to thank our employees and Unions for working so cooperatively
with the Town to reach these agreements. All costs associated with these new agreements have been included in the Proposed Operating
Budget. The following shows the cost of each Union Agreement in FY 2016:

Groton Supervisors Union (2% Wage Adjustment in FY 2016) $ 13,383
Groton Patrolmen’s Union (0% Wage Adjustment in FY 2016 — Forty Hour Work Week) $ 55,201
Groton Superior Officers Union (0% Wage Adjustment in FY 2016 — Forty Hour Work Week) $ 20,856
Groton Firefighters Association (2% Wage Adjustment in FY 2016) $ 10,578
Groton Communications Union (2% Wage Adjustment in FY 2016) $ 10,920
Groton Town Hall/Library Union (2% Wage Adjustment in FY 2016) $ 34,664
Groton DPW Union (2% Wage Adjustment in FY 2016) $ 20,070

Total Cost $165,672
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| am recommending that the remaining three (3) By-Law employees receive the same adjustment as the Supervisors Union, which will cost
$4,255 in FY 2016. This will be the third year that we have implemented the performance incentive program for several of our union
employees, as well as our By-Law employees. This program allows employees to earn up to an additional two (2%) percent wage increase
based on a review of their performance by their department manager. | am pleased to report that this program continues to be very
successful. The Fiscal Year 2016 impact for this program is $38,033 which is a slight increase over the amount budgeted in FY 2015. The
total salary impact on the FY 2016 Proposed Budget is $207,960.

The following chart is a breakdown of the proposed municipal budget by function:

FY 2015 FY 2016 Dollar Percent

Function Appropriation Proposed Change Change
General Government $ 1,782,384 $ 1,908,191 $125,807 7.06%
Land Use Departments $ 407,038 $ 421,918 $ 14,880 3.66%
Protection of Persons and Property $ 3,341,010 $ 3,561,983 $220,973 6.61%
Department of Public Works $ 2,042,784 $ 2,094,007 $ 51,223 2.51%
Library and Citizens Services $ 1,633,141 $ 1,575,399 $ (57,742) -3.54%
Debt Service (within Levy Only) $ 196,631 $ 218,545 $ 21,914 11.15%
Employee Benefits $ 3,171,724 $ 3,465,889 $294,165 9.27%
Municipal Government Total $12,574,712 $13,245,932 $671,220 5.34%

There are a few issues that contribute to the proposed 5.34% increase in the Municipal Budget that | would like to call to your attention.
Some of these costs are out of our control and we have no choice but to fund them in FY 2016, while others are areas where we think we can
improve the delivery of services. Please note the following increases:

Pepperell SRF Debt Service — Board of Selectmen Minor Capital $ 27,000
School Resource Officer — Police Department Budget $ 71,000
Sargisson Beach — Water Safety Budget $ 38,210
Health Insurance — Employee Benefits Budget $101,299
County Retirement — Employee Benefits Budget $180,066
Total $417,575 or 3.32% increase

| would like to commend all Municipal Departments, Boards, Committees and Commissions for their efforts in providing budgets that not only
maintain services, but in some areas have actually improved service delivery. | believe the Proposed Municipal Budget for Fiscal Year 2016
will continue our goal of providing excellent services to all of our residents.
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REGIONAL SCHOOL BUDGET

My Finance Team and | have always prided ourselves with the excellent relationship we have with the Administration of the Groton Dunstable
Regional School District. We have always and will continue to work cooperatively with them to establish a budget that meets the needs of
our children. This was evident last year in our ability to help address a major budget deficit in the GDRSD Budget without negatively
impacting the Municipal Budget. | am pleased to say that our strong relationship continues in the development of the Fiscal Year 2016
Budget. Usually, | set aside a two and one half (22%) increase in the Regional School Assessments as a placeholder to balance the budget.
This is done because the School Department does not usually finalize their budget until March. This year, thanks to the outstanding efforts of
the School Committee, School Superintendent Kristan Rodriguez and Business Manager Jared Stanton, they have started their budget
process much earlier in an effort to provide us with a more realistic assessment when | present the Proposed Operating Budget. This was
done in conjunction with representatives from our Board of Selectmen, Finance Committee and officials from Dunstable. While still
preliminary and by no means final, the anticipated assessment increase from the GDRSD has been incorporated into the Town Manager’s
Proposed Operating Budget. At this time, we are proposing an assessment of $17,087,003 or an additional $565,196, which translates into
an increase of 3.42%. We will continue to work with the School Department through Town Meeting as they finalize their budget, however, |
believe this is a realistic increase that will allow the School District to continue to provide an outstanding education to our children. With
regard to the Nashoba Valley Regional Technical High School, | am carrying an increase of two and one half (212%) percent ($14,319) in
their proposed assessment for FY 2016. We should have their final assessment in January.

CAPITAL BUDGET

The Capital Budget will be submitted to the Board of Selectmen and Finance Committee under separate cover. The requested FY 2016
Capital Budget is $6,336,045, with the major expenses being Fire Protection for the Lost Lake Area, Radio Communications Overhaul and
the installation of a Sewer System in the Four Corners Business District. The following sources will fund this request:

Borrowing Authorization $5,550,000
Capital Asset Fund $ 404,145
Free Cash $ 60,000
Previous Year’s Capital $ 50,000
Fire Station Construction $ 165,000
Sewer Revenue $ 10,000
Ambulance Receipts $  96.900

Total $6,336,045

Minor Capital requests have been included in the Proposed Operating Budget and funded in accordance with normal departmental
appropriations.
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